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Introduction

The property tax occupies a place in the state
and Jocal tax structure second to none in terms
of revenue raised, It has been and continues to
be the major revenue souree of municipalities in
Connecticut and throughout the United States,
Recently the property tax has received inereased
nationad altention as municipalities have become
more pressed for additional revenues to pay for
their ever-increasing expenditures. Like all taxes,
the property tax has been subject to charges of
being regrossive or progressive, or being too high,
Also, some courts have held that the existing
system of school finance by local property taxes
is unconstitutional, and eritics have charged that
the property tax cannot continue as the major
source of educational finance if we are to provide
an equal opportunity for the education of Con-
necticut’s children.

After study, the Commission concluded that the
property Lax ds wan appropriate vehicle for the
fionancing of the expenditures of owr towns and
cities. including the financing of public education,
The Commission did not find the property tax
unduly reyressive, fn the context of totel tazes
paid by Conmecticut eitizens, But there aie mumer-
ons imequities, including the ieay i which the
property faads adoninisiered. 'This Report consid-
ers and aflirms the proposition that the property
tax should be preserved and improved as an equi-
table means of raising a major portion of munici-
pal reventue.

Part A of Volume 11 is devoted to an analysis
of the property tax, its importance in our taxing
syvstem, the impact of the tax on our citizens, and
the existing inequities found by the Commission.
Alternate methods of assessing the property tax
and of establishilig property tax limits were ex-
plored. The Commission concluded that the solu-
tion is « teree-folid program to reform the exist-
ing property tax structure.

In the Commission’s view. the number one re-
form awhich is needed is the uniform administra-
tion and assessment of the property tax. This is
discussed fully in Part C of this Volume.

The second major area of reform is in the

method of financing public education in this State.
The Commission considered the problems and

concerns raised by recent court decisions and by
the President’s Commission on School Finance,

the most eritical being ineqnatity of edueationnl
opportunity and the role of the property tax,
These issues are discussed fufly in Dart B ot this
Volume, which sets forth a definitive program of
school hnance reform aimed at equaldizing the
educational opportunity aftorded cevery Connecti-
cnt chifd without surrendering toeal autonomy,

The third area of reform deals with correetion
of certain other inequities. tere, '("ommissim.ls
recommendations include assistance for our cities,
and for the efllerly. These and other recommend-
ed improvements and reforms are discussed in
the balance of Part A of this Volume.

The problems of the cities are discussed at
pitre 33 and the specific relief which the Com-
mission is recommending is set forth on page 54,
The Commission conchided the property tar s
disproportionately  burdensone in core  cities
which hare wwnswally Iigh wicipal and edied-
tional costs ordinarily not found elscichere. The
relinnce on the property tax in the major cities
pushes the property tax to levels which distort
market behavior and investment decisions. There
appears to be a wide range of “acceptability” of
real property taxes, but once property tax rates
reach a critical point, the property {ax becomes a
major influence on location and investmeni de-

cisions.

The Commission concluded that m -jor cities
are forced tu finance programs and offer services
not needed elsewhere and that these cities desper-
ately vequire financial assistance in order that
property taxes may be reduced, The Commission
recommends the adoption of programs which will
channel revenues to cities dealing with such
praoblems. : .

The State presently has two “block grant’” pro-
grams which are well designed and which can
provide eflective assistance to cities. These pro-
grams channel unrestricted funds to localities
with special problems. The Commission recom-
mends the appropriation of an additional $5 mil-
lion to each progran.

Urban centers contain the greater part of this
State’s non-governmental tax-exempt property.
In addition to advocating charges for services
rendered to tax-exempt properties, the Commis-
sion recommends that an annual $10 million. fund
be divided among cities with large eoncentrations
of non-governmental tax-exempt property.
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FThe Conmnisaion ial~o Proposes that the existing
program forogrants an Hea of taxes for State-
o ned property be continued.

The Connmisston reconmmetids the contintation
of the present sovogream of the personad property

tax efimination. Undey existing statutes, hoth
msnnfactiurers” and merchants’ inventories arve
betnge phiased out of the grand liste The Co-

peisson bluores Hie aea purehises of o
Buvers™ ovacdiioe v wrd cqepecid . Girnituee d
Wobwres, oopd oft othe r /u'/'.\’uuul preop ety cree i
maten bl s, ooll g stocle at cend e fors, i
plersees aad e poosopal poape il of poahlic s i
thi
preoprta toes The expeetictinn iz that the phise-
out wonhd be substantiaily completed in 1O vears,
The Conmtmissiog voconepmends the Foovther elipe-

conpoie s shoadd b crcnpt Trogn guoesenal

Lere af pursineed property bareation bovausze: (1)
there are inherent difficultios in valuing such
property, and (2) the tax on manuafacturers’
personalty i= non-competitive with other soates
and counterprodurtive to new investment.

The net fiscal impact on local government as
a resuit of the Commizon’s program is Lo in-
crease revenue availithle to local governtent by
more than S1ou million per vear.  CThis does

not inclnde Federal Revenae Sharving which s
additiona b Anticipading o gronth of locil reve-
e throngh 1971 consistent with the past, the
progeim will o provide over 1o
more revenue than would have been receivesd in
that yvear. with no signiticant change in tax rites,
Alternatively, it budget inereases are held to the
~ame pereentyee as the projected level of growth
in the orand fist, enactment of the Commission
program could result in a general votl-back of
property tax rtes throughout the Stite.

Cammiission’s

The availability of new prand list value amd the
o<z of old vidue through the new exeniptions pro-
posed does not fall equally on eich town,  Also,
the State funded proprams of city and school re-
letl are desigred to compensate for special condi-
tion<. For i review of the impact of special pro-
arams, e Papet Dot Volume 1.

The Commizsion feels that this redistrifmtion
of resources s in the interest of the entire Nale.
and its analvsis indieates that the initial impact
will benefit most loealities, In the long run, all
localities will henetit threugh improved services,
lower property tases, and a healthier economic
climiate in the State.

Findings and Recommendations

The Commission finds that ;

1o Convceticat dorives mearly 5000 af all of ifs
State and local owp-somiree revenne from  the
propecty tor;

2o Hee spending rate of locul goreroments has
rnereased fuster thaw the property tar base, and
lhis has coused property e viates to inercase
stendil iy

S e prope ety tae has hoen the wmain souree
of vecenne for loeal sehiools and other munwicipal
SCVriees;

boorepeal of e property tar s onot feasible
siuee sufficient revenie cannot be produced from
other sowrvees at realistic yotes.

The Commission recommends that:

AL the o, <o should continue to be the
ppropriate maiy iree of revenne for local
sehools and other minicipal services.

The Commission finds that:

G, over 50°¢ of the property tares are levied

aguinst residential real property wehile about one-
thivd of the totuld property tares have their initial
dmpeet on business properties. and the remainder
Tall fito rarivus othey categories;

. Connectiont conld Tegully adopt a system of
diffevential classification to shift the impact of
the property tar but the erporiences of other
states which hare adopted systems of classifica-
tan huarve not heew suceessfid.

The (ommission recommends that:

B, the dnstitution of « system of differential
classification of property for purposes of property
lacation (s not suiteble for Conneeticnt.

The Commission finds that:

7. alleged advantages of the site valie tax have .
iat heen proren;

8. conversion to a system of site value taration
is nat appropriate for the matiwre economy of
Convecticut,



E

The Commission recommends that :
O =l bosite culae tocation fx oot desirable
l.H Ht 1..\' .\'fllfr.

The Commission finds that:
o tew Liniids e host otillzed wliew e State

hasolteviotive wopspropecty boa sunrees,

The Commission recoinmends that :

D.ocpaetment of (1) its vecommendations re-
Tativg o wniform assessment opd administrotion
af the propevty tae (Part oV ol 1) ond (2} Tt
recommtendatiogs conceraing  mnnleipal  fiseal
proeiretices (Paet DoVal LD, il be anare effeetice
tneanteolling property tar setbes Hhan any im-
posed limitatinns,

The Commission finds that:

10, Section 12-120h of the Conetiont General
Stdtutes cebich provides for propecty tee relicf
for clderly propescty tor gwpers s dihenlt to ad-
niinister gl relief to elderly

does pot gront

reanteors,

The Commission recommends that:

L. a civewst breaker be adaopted iehich wonld
agrant relief up to $500 for propecty veners and
renters neer 65 gears of age. dependent on in-
come, and which aconld gradually replace the
caisting Section 1.2-1290 and related soctinns,

The Commission finds that:
<1t the persanal property tax s diffiendt to
administer equitably:

120 the personal property tar falls in large
pert on businesses which is a deterrent to Indus-
trial inrestment in the State,

The Commission recommends that :

oo the taw on further aequisitions of personal
propeety be eliniinated cveept for motor rehicles,
rofling stoek of contrectors, aivevaft, and the prer-
sonal property ofepublic: sercice componies. The
tar revennes from ceisting personal propertiy will
decline over o ter-ipear poriod die to lower calies
bheing vreported as the cost busis islowe red through
depreciation.

€. the grants in liew of tares showld be elingi-
nated for both ntanufacturers’ and moereliants in-
ventories in 1975 sinudtanenusly with the revaln-
wtion proposcd in Part C of Volwme 11,

The Commission finds that:

13. the tax-exempt properties (n the State

O

RIC

Aruitoxt provided by Eic:

vt Ao X225 Billion or approsimately 1600 of
Pl foterd nssessod calnation:

oo e bidle of the tarescrempt praopertics are
Locatyd Tu the mape eaodly popadeted areas,

The Commission recommends that:

Ho nooattempt shoeld be moade to tar jostitu-
Flons aud other tae-ecempt propecties at the full
fae pates imposed by tawens oud eities:
fstibutions should
the host ftormns For sonce of the sereiees which

I foa-r ot compensate

Hliewuse:

dooservice harges for the s of wnpieipal
services by tarcercompt Tnstitntions howdd be de-
termined inocaeh municipality and  appropricte
charges maode:

K. Foedoral vud State propertics <hould e er-

cluded from any sieh eharges:

Lo Scetion 121090 of the Covnectiont Genoral
Ntedptes shonld be folly frndod

M. Stote fund he cstablished and appoctioned
to qualifuing towns of the State based on ralia-
tious of nov-gocoruniental tar-erempt property
weighted by a focfor which is the uet grand Tist
persquare mile,

The Commission finds that:

15, the core cities of the Stute fuce problems
ol sharved by other municipalities in Connecticut;

16. the bloek grant program (Sections S£-158a
and 10-266k of the Connecticnt General Statutes)
fras been an effective, but wunderfunded vehiele for
aiding eities,

The Commission recommends that:

N, Seetions 8159 and 1022668 be rotoived und
that the funding of those sections he cxpunded by
ST millioneach in FY 19745 and 1975 and $15 mil-
iow eaeh beginning in FY 1976,

The Commission finds that:

17. additional revenve made available to local
gorernments Frequently results O inercased spend-
ing and the development of neie programs which
are not ahirays required or essential to the welfare
of the town, :

The Commission recommends that:

O. the funds wmade available throwgh the pro-
grams set forth heve be used to roll bacl property
taxes so as to enconrage new investnent and ease
the burden on homeowners, Additionally, when
the entire program for local government 18 ex-



aniived as deteded in Parts A, B & C aof this Vol- mends each town eeamine iks fisead progreams n

ume [, additional revenues from the present tax the light of these wen revenues and wherever
stewetuee will total more than $100 million. (See passible upply excess funds to the reduction of
Swummery below.) The Commission further recon- property tuces.

Summary of Changes Affecting Local Revenue

(in & millions)

. FY 74 75 76 77
A. Tex Redwctions . T a o
1. Personal Property Tax:
eliminate all except motor vehicles, rolling
stock of contractors, and personal property of
public service companies - -14 -21 —28
2. Loss of revenue from over-assessme:.ts -5 -5 -5 -5
B. Tux Increases
1. Building permits — 35 rer $1,000 new con-
struction 425 4+ 30 4 35 & 4.0
2. Service charges levied on tax-exempt insti- v .
tutions + 35 4+ 40 4+ 45 4 5.0
3. .Conveyance tax P.A. 152—5% 1'ecapture‘ 4+ 1.0 4+ 15 - 20 4+ 25
C. Additional Revenues from State Sources
1. Increased hlock grant programs : 410, 410, +30. +-30.
2. State grants to locals sharing a dispropor- '
tionate burden of the cost of tax-exempt
property -+10. +10. +10. +10.
3. State grants in lieu of taxes on State .
property + 2. 4+ 2. 4+ 2. + 2
4. School equalization funds ) : - - +20. --20.
D. Reduction in Revenue from State Sources
1. Imventory — grants in lieu of taxes - g -20 -22
E. Additional Revenue Available from Local
Sources
1. Underassessed property - 450 4115 4120
2. Cost of assessment program - 2 - 3 - 4 - 5
TOTAL GAINS FROM COMMISSION PROGRAM | +29.0 +80.5 +187.0 4+193.5
TOTAL REDUCTIONS FROM COMMISSION
PROGRAM -14 - 22,0 -50.0 -60.0
NET INCREASE AVAILABLE FOR PROPERTY
TAX REDUCTION OR NEW PROGRAMS +15.0 4585  +137.0 41335
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Magnitunde and Importance of the Property Tax in Connecticul

Connecticut derives nearly 5007 of all of its
combined State uand locil own-source revenues
and approximately 376, of its gross Stite and
local revenue from all sources from the property
{ax assessed by its 169 towns and cities.!

If the property tax were repealed and Connecti-
cut adopted an income tax in its place, Connecticut
citizens would be required to pay an income tax
equatl to approximately 10¢, of their total "ederal
income tax payments,?

The above two statements demonstrate, in cap-
sule form, the major role which the property tax
plays in the tax structure of Connecticut. 1t is
the major source of revenue for municipal ex-
penditure and accounts for over 809 of total
expenditures in Connecticut’s towns and cities
exclusive of capital outlayv. Table A-1 shows the
relationship between the State and local tax reve-
nue over recent years. Table A-2 shows the prop-
erty tax receipts in Connecticut from 1964-65 to
1971-72 as a percentage of the total expenditures
of municipalities in the same periods.”

Connecticut is not unique in its dependence
upon the property tax. The importance of the
property tax nationwide was recently summarized
by the Congressional Research Service of the
Library of Congress:

Though property vax revenue has inereased
steadily in absolute terms, it has declined as
a proportion of State and local government

revenue raised by the States within their in-
dividual boundaries, due 'to the introduction

TABLE A-1: Total Connecticut State/Loeal
Tax Bill, 1964-72

State Local’
Government Government

Year Total
(8 millions) (3 millions) ¢, (S millions) %

1964-65  824.5 390.5 47 434.0 53
1965-66 907.7 439.9 48 467.7 52

S 1966-67  971.5 468.2 48 503.4 52
1967-68 1055.2 499.8 47 555.3 =3
1968-69 1176.5 541.6 46 634.9 54
1969-70  1470.0 741.8 - 50 728.2 50
1970-71 16428 795.6 48 847.2 52
1971-72  1894.0

9744 51 919.6 49

Source: U.S, Bureau of the Census, Governmental
Finunces.

Note: Local figures for 1972 are estimated.

TABLLE A-2:
Connectiem and Fotal Municipal
ixpenditnres 196-4-72

Property Tax Reeeipts in

(In $ millions) Receipts as
ceof Ex-

penditures

Municipal
Fxpenditures

Property
Tax Receipts

(Eﬁludfﬁg Capit-1

: Outlay)
1964-65 430.5 505.6 85
1965-66 464.1 558.2 33
1966-67 5003 (28.5 80
1967-68 551.8 688.9 80
1968-69 630.0 770.9 82
1969-70 723.1 905.7 ' 80
1970-T1 341.6 1036.8 81
1971-72 952.8 1162.0 82
Sowrces: 1900 through 1971 Goeernmental Finanees, U.S.

Bureau of Census, indicated years. Taxes for
1972: Public Document 48, State Tax Dept.,
Grand Levy. Expenditures for 1972 are esti-
mated. :

of the sales tax, the income tax. and other
non-property taxes. It has declined even
more as a proportion of total Stute and loeal
government revenue due to the increasing
number of Federal grants-in-aid. . . . [How-
ever] it still accounts for two-thirds of all
meneral revenues raised by loeal governments
from their own sources, and more than one-
third of the total of all general revenues
raised from their own sources by State and
loeal governments.!

In Connecticut, the property tax plays an even
greater proportional role as a revenue source. In
1970, for instance, only three states (Massa-
chusetts, New Hampshire, and New Jersey)
raised a higher percentage of their state and
local own-source revenues from the property tax
than did Connecticut.’

When Federal grants are added as a revenue
source, the percentage raised by the property tax
in Connecticut drops to 837.8% in 1971. The rela-
tive decline in the importance of the property tax
when Federal funds are included in post-war
vears is illustrated by the consistent reduc-
tion of that percentage since 1942 as shown in
Table A-3. .

In absolute terms, however, as the Congres-
sional Research Service has noted for the nation,?
Connecticut property tax collections have been
growing steadily in volume. Table A-4 shows the



0.

ERIC

Aruitoxt provided by Eic:

of revenue for loe:

growth of the local net grand list, the average tax
rate, and the grand levy in Connecticut between
1925 and 1971,

This dramatic incréase in property tax collec-
tions has been the result of an inerease in popu-
lation, inflation, and the development of our land
and economy. MHowever, as can be seen hy the
increase in the grand list and the average tan
rates, the spending rate of local governments in
the State has increased even faster than the prop-
erty tax base. This has put intense pressure on
the tax, which is the only general revenue source
available to Connecticut toins.

The property tax has been the main source of
revenue for local schools and otler muniecipal
services. The Commission considered recommenda-
tions (a) to repeal the property tax and (b) to
propose reforms in the property tax to remove its
inequities and improve its administration. After
review of the major complaints against the prop-
erty tax und of the alternatives available to re-
place the revenues which the property tax now
produces, the Commission is of the opinion (1)
that repeal of the property tax is not feasible
from any point of view, especially since there is
no comparable source of revenue to replace the
existing tax other
sonal income fax: and (2) that the property tax
should continue to be the appropriate main source
1l sehools and other munieipal
servicees,

The :Burden of

Who Pays the Property Tax?

Generations of economists have debated the
question of the impact of various taxes and com-
binations of taxes, in the hopes of providing a firm

basis to predict what consequences will follow .

from the imposition. increase, or decrease of a
particular tax. Obviously taxes have economic
consequences. Iqually obviously they ars not
clearly delineated. Some of the effects of the prop-
erty tax seem reasonably clear, others are hard o
define. The purpose of this section is to explore
this subject as part of the Commission’s analysis
of the impact of the property tax.t

The property tax is paid by several classes of
taxpayvers, and generalities as to who bears the
burden are difficult. The tax on vadeveloped land

than an extremely high per-

TABLE A-3:  Percemtage of State and Local
General Revenue in Connectient and ULS,
Derived from the Property Tax. 1942-71
Year Cmmvcmut U.s.
1942 50.5 135
1953 43.7 34.3
1957 J1.5 3BT
1962 41,2 ' 32.7
1967 38.4 28.6
1970 36.7 26.1
1971, 37.8 25.3
Sowrce: ACIR. State-Local Finanees (1972), Table 12,

TABLE A-d: Local Net Grand List.
Tax Rate, and Grand Levy in Connecticut,

1925-71

Average

Local New A vvr:m(-' Grand
\car ﬂr.md LISL Tax Rate* Lm)
1‘)2:) 3 2,2 )8 OO 7,127 24,64 ¥ 5h, ()28 031
1935 2,953,956,675 24.40 2,06‘4,1.%
1945 3,441,510,741 -25.14 86,511,960
1955 6,341,059,113 32.94 208.883,297
1965 12,006,463,434 39.18 470,405,700
1970 17,573,868.228 49.94 877,715,074
1971 18, ()1‘3 %88 ()()] 51.13 ‘) m,%l‘),Z‘%’?

Domnwnt 18, lnfmnmfum
and Collection of

Cmmoctu'ut l’uhllc
Relative to the Assessment
Twres (1971, p. 7.

*In mills, on stated fractional assessment ratios.

Source:

the Pi'operty Tax

can rarely be shifted from the owner. The tax on
commercial or industrial property, on farm land,
or other productive land use, can and frequently
is shifted from the user to a consumer further
down the line. The tax on residential property will
fall on the owner if the occupant. However, if the
residential property is rented, the tax may again

‘be shifted to the consumer.

Without uniform assessment it is difficult to
state withi-any certainty the aniount of property
tax being paid by classes of property. However,
it is clear that business and industry do make a
significant initial coviribution to the revenues of
Connecticut localities. The Advisory Cemmission
on Intergovernmental Relations in its 1972 publi-
cation has estimated that in 1967, 329 of Con-
necticut’s property taxes had their initial impact
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on business property. while somewhat over 507¢
fell directly on residential real property.’

This estimate may be compared with the fol-
lowing proportions of business and residential
property on the 1970 grand list of the State:®

(B3illions)

Dwellings & Lots $10.5 BT A
Jusiness
Business & Industrial
Juildings $3.0
Muchinery, dams, cte. 1.0

Jusiness Furniture
Goods (merchants, manu.

facturers) 9
Total - 52 28.04
All Other 2.9 15.6%6
Total Net Grand List $18.6  100.0%

Is the Property Tax Regressive?

In tax literature the word regressire means that
the tax bears-disproportionately upon individuals
of low income. The opposite, a progressive tax
bears more heavily on prople of higher income.
A proportional tax would impose the same tax

rate on all income groups. The regressivity of.

the tax on real property has been endlessly de-
hated, and most tax economists believe that, as
administered in most American jurisdictions in
the recent past, the property tax is somewhat
regressive.

Professor Netzer emphasizes that the property
tax is used to finance services and benefits which
are consumed most heavily by those in the lower
income brackets. The point ‘is, of course, that
while the tax may De regressive, the expenditures
definitely favor the poor.

Regressivity is usually measured by current
money income. Professor Netzer notes that the
property tax becomes significantly less regressive
than is commonly thought when measured by
standards reflecting lifetime income and tax pay-
ments.

Another authority, while concluding from Con-
necticut data that the tax can be considered re-
gressive, suggests that the reforms, like those the
Commission is recommending in this Report, can
eliminate many of the inequities caused by its
regressive characteristics.! '

‘Those who claim the property tax is progressive
argue that roughly half of the population are
renters who own relatively little property subject

to the property tax and that, for a variety of
reasons, the amount of tax shifted to them is
fairly small, Under these circumstances, if prop-
erty were properly and correetly assessed, and
cquitably  taxed, the burden would fall more
heavily on those with wealth than is commonly
supposed.

The property tax is one of many taxes paid by
individuals, inchiding the sales tax, the Federal
income tax and others. The rise of property. taxes
has been overshadowed by the rise in Federal
taxes especially, shown in Table A-H. As indi-
cated, Federal tax eollections have increased mueh
faster than other taxes: by 1971, Federal tax pay-
ments represented almost 70%¢ of the total Con-
necticut tax bill, compared to 3077 in 1927,

TABLE A-5: Taxes Paid by Comnecticut
Restdents by Level of Government,
192771

Level of

Government Tax Collections ($ millions)

1927 1937 1047 1957 1970 1971
Federal 36 T5 646 1402 3,501 3,882
State 25 47 88 244 796 848
Local 61 T 98 228 32 856

Total - 122 199 832 1,874 5,029 5,586

Source:  Connecticut Tax Study Commission, Property
Tuwres in Conneeticut (1959), p. 4. 1970 data from
Connecticut Public .Document 48, Information
Relative Lo the Aszessment and Collection of
Tures (1970, p. 4). 1971 data from Public Docu-
ment 48, p. 4,

Table A-6 shows the dollar amounts collected,
and the percentage shares, of federal, state, local
and all taxes combined for Connectient residents
by incoime group in 1967. A carcful reading of
those figures shows that — as explained in detail
in Volume One, Part B — local (property) taxes
are somewhat regressive, state taxes geunerally
proportional and federal taxes progressive. The
totals show how the dominant influence of Federal
tax collections makes the combined impact of all
taxes somewhatr progressive across the income
-anges shown. (And, as also noted earlier, Federal
tux changes since 1967 are believed to have in-
creased progressivity.)

Chart A-1 summarizes the above data in
graphic form, showing that, when the large share
of the tax Dbill represented by Federal taxes is
included, the overall impact of the entire tax
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svstem van be characterized as generally propoer-
tonal with some amount of progressivity at the
top and the very hottam income ranges,

Perbiap: mostimportant in drawing concelusions
ax to whethier the property 1ax is regressive, and
whethier a signifieant <hift away from the prop-
erty tax should Le recammended, 1= the combined
incidenece  study, presented in Volume 1.
Part B, Without vepeating all the dati, an analyv-
stxoof state and local govermment taxes and ex-
penditures together found that the combined im-
et was mildly progressive,
of the total tiseal Smpact, weeighed eith some
ditgree of vegpressivify o fhe tar A rueture alone.
led the Commiission ta conclude tuat Convectivut
s xudfieientli elose o the tiscal genutrality ohjce-

INT

This progressioit
oy !

tivre set forth as on orerall and flm.'hrm(wful‘yml!'
or Velwmwe I, Purt A,

tie property s are not Justitichle oo the gronnds

that diustiy 4‘[,'”,/_4[1,\' i
of regressivity alone,

Are Property Taxes Too High?

Until adequate methods  of measuring tax
rates in various towns and eities in Connecticut
are adopted, the answer to this question will not
be forthcoming. Table A-7 ix a compilation of

tas rates for all the towns and cities iy the State,
It contains the far matrket
valte of the property of each inchidesd in
the wrand list, (eolunm 1y the vear in swhich
the town's pnoperty wis st valued coolumn 2y ;
the (971 grand list teolumn 3) ;0 the 1472 mill
rate teotumn 1 oand the estin ated  grand g
assuming 1o of market value (column Oy,
Bhased on limited =ales ratios aond eertain other
assumptions, the extimated grand list camnot be
roegirded as statiztically conclusive, Column 6 s
the estimated mill vate bhased npon the estimmated
Toos orand Dstinan attermpt to arvive ot o trae”
tax rate comparable amonge adl toswns,

percentage of  the

Town

Table A-7 ilfustrafes that towns of Comnecticnt
ditfer marked!y in their tax rates (from a Tow of
19.2 mills to a high of 94 mills). While coltinins
S and 6 are based upon assumptions, neverth eless
the Table indicates that towns depart from their
stated intentions concerning percentyre of assess-
ment and that most of them assess property con-
siderably under the percentage declared.

Table A-T provides rough estimates of  the
true level of property taxes, in relation to the
estimated market value of taxalle  property,
“Trae’ mill rates range from a low of Jess than

O
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TABLE A-7: Tax Rutes For All Connecticut Towns, 1971

) Assess, Last Rewval, 1971 Net 1972 Fxt, 10077 Net Fst. Mill

Town i Year Grand List Mill Rate Grand List Rate

1 Andover 60 1962 $ 6,820,170 B9.5 15,459,732 2918

2 Ansonia 65> 1964 88,940,898 225 175,145,153 26.66

3 Ashford 50 1964 7,371,110 57.0 18,870,0.42 2027

4 Avon 70 1968 79,098,965 11,25 126,558,311 27.66

5 Barkhamsted 50 1969 13,448.519 16.0 29,018,801 21.30

6 Beacon Falls 60 1950 12,484, 7R 63.0 22,472,608 35.00

T Berlin 60 1966 115,094 780 45.0 230,189,560 2250

8 Bethany 70 1968 28,026,957 49.5 14,843,131 30.94

9 Bethel 70 1968 75,705,700 a5.0 121,129,120 3437

10 Bethlehem 65 1969 13,523,334 14.0 22,469,539 26.18
11 Bloomfield 60 1969 163,792,936 45.2 204,827 285 25.11
12 Bolton 65 1970 20,004,189 52.0 32,006,702 32450
13 Bozrah 60 1961 6,137,568 70,0 14,320,992 30.00
1.1 Branford 65 1970 179,366,940 35.0 286,987,104 21.88
15 Bridgeport 70 1963 609,390,192 76.4 1,149,135,790 4252
16 Bridgewater 65 1970 11,542,700 41.0 19,178,640 24.68
17 Bristol 65 1965 246,883,912 64.4 470,978,540 33.76
18 Brookfield 50 1963 48,622,462 60.5 128,363,300 2292
19 Brooklyn 50 1970 18,523,220 56.0 38,528,298 26.92
20 Burlington 65 1970 25,619,687 47.0 40,991,499 2937
21 Canaan 50 1968 7,500,769 41.0 16,801,723 18.20
22 Canterbury 65 1970 11,283,090 42,0 18,052,944 26.25
23 Canton 60 1969 36,243,748 58.0 64,878,746 3222

11
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TABLE AT

Town
Chaplin
Cheshire
Choester
Clinton
Colehester
Colebhrook
Columbin
Cornwall
Coventry
Cromwell
Darhury
Darien
Deep River
erhy
Durham
Fasttord
Fast Granby
Fast Haddam
Fast Hampton
Fast Hartford
Ilast Tlaven
Fast Lyme
Flaston
Inast Windsor
Ellington
Enfield
l<ssex
Fairfield
Farmington
IFranklin
Glastonbury
Goshen
Giranhy
Grreenwich
Griswold
Groton
Guilford
Haddam
Hamden
Hampton
Hartford

5 Hartland

[Larwinton

7 Hebron

Kent
Killingly
Killingworth
L.ebanon
lLedvard

Ansess,

6o
60
6o
[y
T
65
NY
50
6o
6o
Ho
TH
(Y
Iy
61)
67
1y
61
6D
6D
6o
6D
60
6O
65
6}

65

(15}
6o
70
65
60
90
6O
TH
R0
00
60
()
6H
()
"6
65
65
0
65
70
70

Tiux Bates For Al Connectient Towns 1971 (Continued)

last Reval,

Year
16N
10649
1970
1971
o6
1970
1962
196
1971
1968
1966
1967
1962
1963
1969
1963
1970
1972
1970
1971
1971
1971
1961
1965
1970
1963
1969
1961
- 1966
1969
1965
1069
1967
196GY
1971
1971
1964
1971
1967
1970
1961
1961
1968
1963
1971
1965
1963
1971
1961

14971 Nt
Corand st

ST
oo 167
22 165,800
SOSN8 0
26,251,500
TR0 201
12,192,012
K05, KT8
TEATR,2T8
{5,008, 820
2R7,191 . 860
D2 670
213560512
1,891,162
23,143,020
A51TRIR
D2 OBk IT
23171808
J0.011,:161
SO0 ART BT
21,231,028
9R,26:1.960
29.021.670
5,711,367
49,617,866
150,961,197
43,063,250
427,481,040
106,355,610
9281915
133,000,157
11,98-1.4033
28,352,151
1,152,445, 110
30,316,515
272800781
96,117,281
67,309.697
$18,091,239
5,351,786
9.16,026.715H
5,437,487
24,405,636
16,479.229
20,758,965
51,543,627
14,234,104
26,259,314
55,663,505

1972

Mill Rate

s10
{=0
DR
NT0
EHRA]
{38
€0
7.0
a1
1.0
Sh.0
3.0
M)
H5
0.6
61,0
19.0
16.0
520
12.5
620
11.0
K10
(HIXY
A0
D
3075
16,2
JR.6
A0
a37.0
11.0
62.3
19.2
39.0
a1
16.0
. 2000
:)R.;—)
H3.0
81.1
60.0
52.0
72.0
30.0
19.0
13.0
35.5

19.0

bt 1400 Nt
Grand List

LR
227600
SN EO60
120, 200G
S1,000 [0
1 LLSGR2G
AL ren2T s
CL2TROTN
6,608 8RO
THOT2 128
LT 00
ST1.T07.80
11,692,760
105370081
12,005,150
S5 0910
WRUAETON6
2 529 505
61,066,512
TEH.9046, 824
186,515,889
51,176,862
01.057.56
s .(\‘71 692
156,085
.1 15,293
551,216
781, (»?n 102
1‘)(» 318,871
2,427,211
35,600,293
19,911,932
51,811,711
1.712,931,168
16,613,792
ARO,8H3.977
153,787,699
131,619,504
61.1,982,105
9,281,629
2.037,0596,0067
15,221,964
12,052,788
33,465,511
31,936,890
106.523,496
28,906,181
37,513,306
111,327,010

-
-)

st Ml
Rat o
X7
M
2NTh
2000
sy
DTN
2016
17.80
BRI
2T
2 S
200
2500
SLT6
S6 ]
SOG
UR2T
-)” -)()
3250
'..’Lh.‘
q0.62
26,60
2 )

20,00

B3, 7'

3301

18.51

25,27

26033

20016

3218

2168

16,00
2535
3.KT
2RTH
12.75H
30,26
30.57
3779
21.43
30,18
3545
19.50
23.71
2117
24.85
29.50
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X1
85
R
N7
N8
&Y
a0
91
a2
923
1A
a5
RN

i

HR

99
1(H)
101
fo2
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121

TABLE A-T:

Town
].f.~f|ul|
Litehheld
lame
Madison
Masichestey
Monstield
Mariborough
Meriden
Middlebury
Middlefield

VoMiddletown

Mitfond
Monrvae

Montville
Morrs
Noaugatuck

New Britain
New Catiian

Neoew Fairfield
New [artford

New Hiaven
Newingt n
New London
New Milford
Newtown
Norfolk

North Branford
North Canaan

North Haven

North Stonington

Norwalk
Norwich
O1d Lynme

01d Saybrook

Orange
Oxford
Plainfield
Plainville
Plymouth
Pomfret
Portland
Presten
Prospect
Putnam
Redding
Ridgefield
Rocky Hill
Roxbury
Snlem

Vemess, 1

It
(M4
6o
(3
10
(3131
TO
(HY
(1)
()
()
0
=
60
‘;-_‘
(50
6o
(Ml
(I
T
(HE
65
045
6H
1040
6o
6H
T4
60
nt
6D
65
Ot
65
(0
65
60
65
6O
65
65
65
65
65
60
H0
70
70
65

Tar Rates For Al Connecticnt Towns, 1971 (Continued)

st Resal,
Yoeur

1971
1950
1970
1971
1967
1971
1061
966
1071
1946323
1961
1964
19649
1969
1970
1965
1956
1070
171
1070
1961
1971
19GR
1971
1965
1970
1969
1967
1971
1970
1960
1965
1970
1970
1971
1970
1971
1971
1960
1971
1963
1967
1971
1968
1969
1962
1970
1969
1962

1971 N
Grand Lt

15270710
AR OTY
TTARIR RO
Lo of 1 oR2
256 800 50R
SLTGEOIR

P13 0020
DISERG 000
622189001
TOEL20
D2 A3TTH
AS2 TRE, 100
HOGR2N1N0
o263 1610
11312875
13,961,960
STATOT RS
200,:3-16, 700
83021550
28. 700 250
635,201,641
221,992 560
136,360,152
161.201.947
147,698,050
14,607.770
65.306,171
223 8K1.9:30
260,698,992
20,431,837
159.2-10.846
139,652,820
57,590,320
104,521,133
138,723,071
37,601,510
42,996,717
113,924,9%0
32,806,751
12,073,147
38,013,060
16,493,114
31,169,188
40,556,835
55,000,243
102,959,033
89,117,170
12,627,790
7874320

13

HET
Milt Ratee
20
1o

g
N

A )

]

DO
[NRE
NN
2001

00,2,

-

-1

186
I

126
NNL0
1.0
TIN5
150
218
D0
=13
1.5
6.1.099
30015
368
150
O30
370
308
1L
65.6
6GR.06
29.5
305
395
31.0
1900
113
703
36.0
23,5
530
39.0
27.0
15.0
79.0
41.7
39.0
206

sl 100 Nt

forand List
] R85, 000

DGTH0R00

168, 190 470
153%, 150,001
IR RS R
2O072.0T0
197.770.080
DL.THN GHR

HHTTONNR2

L8] .5607

GONARLTS

122o121Ted

[R1.712.208

IR0 GO0
235.010.021
T2TA59.6105
SAT267 122
128491458

11520

SO0, 5200

SLA2T.015
231,958,996
2AR, 002,905
IRS16. 702
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3T.918.626
1311983210
300,560,329

DIT.395,215

266,114,610
99.831,888
167,238,612
230,871.790
60,162,164
71,661,195
175.269, 168
78,736,202
18,582,226
77195753
29 133,866
52,568,413
69.882,5.17
99,000,438
280,048,510
132,102,65!
19,482,876
16,475,500

1ist, Ml
Rate
22000,
DO
AL
2250
IR
ALto
a6l
20,00
I8R5
S
2168
28,00
A1.56
2111

—~

et
A -“’

25,00

2001
26,1
|

29,61
35.68
17.02
19.06
RESA]
19.538
29,10
28 R0)
20,29
2340
26.31
29.70
20.35
15.67
25.00
29.04
28.07
25.28

23.90
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TABLE A-T: Tux Rates For All Connecticut Towns, 1971 (¢ ontinuaed)

Town
Sidishury
Sceotland
Sevmonr
Shivron
Shelton
Sherman
Simshury
Soners
Southbany
Scuthington
South Windsor
Spragrue
Stafford
Stamford
storling
Stonington
Stratford
Suilield
Thomaston
Thompson
Tollund
Torrington
Trumbull
[ 'nion
Vernon
Voluntown
Wallingford
Wirren
Washington
Waterbiry
Waterford
Wittertown
Westhrook
West Hartford

‘West [Taven

Weston
Westport
Wetherstficld
Willingrton
Wilton
Winchester
Windham
Windsor
Windsor Locks
Wolcott
Woodbridge
Waoodbury
Woodstock

Totals

Assess, Last Reval.

6t
S0

6

ti

TO
6H)
6o
;_)H
6n
6
s0
6
(1}
(HI
60
70
T0
"6l
6
60
65
05
70
05
65
(H1]
65
© 50
6
6h
60
65
65
D5
10
6O
60
GH
60
(1
70
60
65
60
6h
H
66
GO

ear

1070
19649
1060
170
1970
1970
1061
1965
1971
1957
19065
1970
1971
19 1
1067
1961
16623
1970
1969
1970
1971
1967
1970
1970
1971
1970
1971
1966
1970
1965
1965
1971
1971
1969
1970
1968
1970
1966
1966
1969
1961
1967
1369
1969
1969
1971
1964
1971

P97 Nt

Grand 1.ist
15 .8R=5 10
2797101
SHOIR.555
17070161
215,692,000
171806640
10023, 807 00
21,751,120
REG,OIT.050
111836500
11,785,015
16,503,128
ARIDR,6T0
1162 R28.277
D.665.0016
RG,161.170
SALTT6.0120
(3 1,057,980
A0 R 176
30.5350.130
AR 561050
116,617,232
309 58102
2500345
I51,168.078
5,67 1.551
244,321,081
4,829,161
2K 929,520
ANT.RIND.RAT
120,561,550
105770048
51,289,830
-l-“‘b,-l()’l—,;.);.v:{
30K, 182,247
TT7.289,950
319,223, (129
173,061,322
13,441,251
152891010
45,755,903
74,960,147
178,606,380
115,047,106
58,971,719
71,373,098
38,759,166
26,159,651

11

1u72
Mill Rate
M)
HTERE
L2
HARE

Dy -
)

S0
a8
6x0
AN
Y
aN2h
AN
RIRE
tR.0
6].0
120
16,8
A5.75H
400
7.0
16.0
6300
a1
g2 0
Sl
NN R}
410
225
AT 0
(GO0
4.0
A8.25
250
H9.0
485
19.1
3.0
HH.5
620
1.0
590
410
41.9
40.75
51.3
110
465
35.0

$20,175,563,278 Avg. 18.88

Fsr, ton Noy
Grand List

THUAN0 TH0
[ERIR EaE B
Jos onn e
IR THIRN Y
D20 106,60
27.977.0008
2000, H9wav
0.050 08
fa2oann.sue
S 077N
TaIRGAT
STL05.06048
TA1.001 800
MOROT12N
EIN IR LY
172522010
619575, 1049
11094898 166
GT.R19.711
S2.909, 108
TLTIL.508
2R5,1459.081
159,766,708
4.000,552
232 567,118
5!_8.’-}:’».88?«'
JTH.883.206
11.5%,7141
16,287,252
873,308,808
269,833,362
162,723,151
TR.OUT.1D
RT6.582, 1001
465,6:36.9:2]
LEEL271,510
605,319,916
B19,197 826
26,882,502
2TH.203,818
83,667,937
114,922,950
296,761,370
207,084,791
97,982,780
112,746,196
75,169,272
43,599,423

$40,751,728,352

Fiaro Ml
Rate
RN
| IR
2728
200
A
19,006
2900

I

N2

96

A

Dp )
RN
SN
2100
2163
26049
2107
A
20 00
262
2005
26,21
R I
AL 16
2R .60
KA

0 3

2617
20081
31.36
1.1.95
RIVXIRS
A5.16
26.30
RARY
29.95
31.00
28.33
32,27

22.76

22,00
23,98
21.00

27.15 Avg.
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13 to a high of nearly 49,0 with the mean and
median rites atoroughly 27 mills, OF Connecticut’s
FHY towns:

(8 are bhelow 20 mills;

40 are hetween 200 and 25 mills:

H€ are hetween 20 aned 20 mills:

30 e hetween 30 and 35 mills: and

o

16 are above 395 mills,

There is no simple way of determining the level
al which the effective property tax rate becomes
“too hight What is aceeptable differs over time
aned among places and surely lias much to de -ith
the public services that the tax, makes possible.
In the northeastern United States, offective prop-
erty tax rates of 2.5 to 370 25 to 30 mills) are
very connmon suid scidom considered intolerable.
This level of rates is higher than was comnion
15 or 20 vears ago, but no higher than the levels
prevadling in the 1920°= and well below the levels
in the 195008,

It is true that 50 of Connecticut's towns have
rates Inexcess of 20 mills, with <ome of the
highest rates in the larger cities. However, the
Commission’s  proposals for revisions in  the
school finance system and aid to municipalities
will  significantly  reduce tax rate disparities,
especiatly for the larger high-tax-rate cities and
towns, Tax rates far above the average should
he redueed, but that can he accomplished without
a drastic statewide shift away from the property
tax.

Inequities in the

While the Commission did not find the property
tax either exceptionally regressive or too high,
it did find inequities which it wishes to see elimi-
nated or relieved.

Inequalities in Assessments

The Commission believes this is the most seri-
ous of all of the problems which have heen allowed
to accumutate in the many years of property tax
administration.  Assessment inequalities exist
both within and amaong the towns of the States.

The list of required reforms is lengthy, and the
subject is of great importance. . The Commission
has decided to devote an entive part of its Report
to assessment reform. Part C contains a complete

ot

Another wiy of looking at the height of the
property tax is to compire property taxes to o in-
come generated inoaostade, the hest overatl moeas-
nre ol g stte’s eeonomy, e FOT0 property tises
colloctod in Connecticnt equated 52290 of personal

for the country as o
whole and 13 in the median state™ Sinee
Connecticut depends heavily on the property tax
one woublidh expect property taxes in Connecticut
to be lugh by mational <tandaeds,
necticut rankod sixteenth in the ratio of proporty
taxes to personal income, Morcover, Conneelicut
ranke very fow indeed in the ratio of other state-
local taxes to persongl income:  the Connecticut
pereentage was Hob compared to o national aver-
age of 70000 For all State-tocal revenue sourees
combinad  (including fees and charges as well as
taxes), the Connecticut percentiage was 1200 come-
pared Lo i nationad average of L6770 Only 3
states had pereentiyres denoting composite State
Al toeal tax burden lower than Connecticut’s ¥

¢

income, compared to 107

Fven <o, Con-

Canneclicul's praperty tares cre high per thou-
sand dollars of praporty vatue simply heeanse the
State and local goversiments of Cowpgecticnl de-
nend more hearity oo this revenie conrce than

Sy other stales do.

Based upon the above, the (Commission con-
cluded that the present level of property taxes in
Connecticu!, while high, is not uniformly onerous
and that a generad reduction, cither through a
transfer of burden or through direct relief, is not
appropriate to the overall State/local situation.

Property Tax

analysis of the major problems and the Conmmis-
sion’s recommendations,

Geographical Inequities and the
Problems of the Cities
Within  any  Connecticut metropolitan  area,
some towns have high tax rates, and some have
fow tax rates. Central cities generally have effec-
tive tax rates which exceed those ot the surround-
ing suburbs. There patterns.are shown in Charts
A-2 to A-Gawvhich are to be found atl pages 16-18.
Municipal costs in the cities are higher than in
the suburbs because of greater need for municipal
services and higher costs of some services. Move-

‘over, as fiscal needs are rising in the central cities,



CHART A2
Harctford Arca
Effective Tax Rates
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CHART A-3
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CHART A4
New London & Norwich Area
Effective Tax Rates
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Souree: Same,

CHAYT A5
Waterbury Area
Efective Tax Rates
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! CHART A-0

New

Effective

BETHANY

SEYMOUR
2508

WOODBRIDGE

2240

ANSONTA

DERBY
B

Same.

Soree:

their tax bases are being eroded through the mi-
gration to the suburbs.

The Commission recommends a program of aid
to cities whiclh will help te alleviate their fiscal
problemns. -

The School Finanee Problem

The financing of public educatinn has beceme
a major topic of discussion since the-decisions of
the California Supreme Coust in Serrano v. Priest,
and of a three-judge Federal court in Sen Antonio
Independent School District v. Rodrigiez.

The theory of these cases has heen (1) that
reliance on the local property tax for the financing
of local educational expenses produces tax-rate
disparities between towns, as well as inherent
and large differentials in expenditures, and

O
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HAMUEN
a0

18

NORTH
HAVEN

Haven Area
Tax Raotes

WALLINGYEORD
<84

NORTH

GUILFORD
EAR

(2) that such funding unconstitutionally discrimi-

nates against many students {rom poor and
middle income families because it makes the

quality of a child’s education a function of the
wealth of his parents and neighbors.

Tiis problem can be seen by comparing two
tvpical towns in Connecticut. Town A spends
$1,000 per student from local property tax reve-
nues and Town B .pends $500 per student. Both
towns also receive %500 per student of State and
Federal aid, and both fowns spend about two-
thirds of their local property tax revenues on
education. But Town A — enjoying high expendi-
tura for schools — imposes an adjusted tax rate
of only 15 mills (on full current market value of
all properiv) while Town B faces a tax rate of 30
mills, or twice as great, even to raise half as much
for education. In short, many towns can tax far
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less and spend much more, Less fortunate towns
can never cateh up in school expenditure because
taxes wre already ax high as homeowners cin
tolerate,

The (Commission proposes the establishment of
a school finance equalization plan. 1Sach town and
city would elect its desired mill vate per pupil and
would be guaranteed a fixed dollar amouni per
mill per pupil. If the local property tax did not
vield this amount, the Stafte would, when the plan
was fully eneetive, supply the difYerence. The
towns whose tax hase vielded mere than the fixed
dolar per mill per pupil swould pay the excess into
o common fund. This fund would be used by the
State to supply the shortages in the towns having
a below average tax bave. Over a period of vears,
the plan weuld neutralize differences in taxpaying
ability between local school distriets. The plan
would contain provisions desigued to protect the
high spending school  districts against  drastie
spending cuts and to save any town from drastic
tax increases. This sechool finance equalization
plan is fully described in Part B of this Volume,

Property Taxes and the Elderly

The Commission is aware of the problems which
the elderly of our State face when confronted with
an ever-increasing property tax to pav or when
confronted with escalating vents which reflect the
higher taxes imposed on landlords. The relatively
ﬂx_ed and frequently lower incomes of the eclderly
s compared to other scegments of the population
make property tax payments particularly burden-
some for them.

Connecticut has at present a program for relief
for elderly owners of real property which has
given them substantial assistance over recent
vears. The Commission proposes to extend relief
to elderly renters. The proposed relief is in the
form of a cireuit breaker which would grant relief
to those with incomes up to $7,500. An explana-
tion of the circuit breaker is contained in the dis-
cussion at pages 28 to 30 of this Volume.

Tax-Exempt Property

The fact that our municipalities supply services
to tax-exempt property has caused certain hard-
ships in the host towns. The Commission pro-

. poses a program for developing service charges

which will result in the towns being reimbursed
for some of the services they render to tax-exempt
properties. In addition, the Commission proposes

19

a program of Sfate reimbursement to {owns with
large concentrations of tax-exempt property,

The Special Case of Low and
Moderate Income Housing

Although the Commission has not made any
specifie recommendations regarding the property
tuxation of low and moderate housing, the Com-
mission helieves that there are significant jrob-
lems in this area which deserve further study.
The purpose of this discussion is to raise some of
the more {roublesonme problems,

Fspecially in urban areas, the housing stoek of
the State is charactevized. by a high degree of
obsolescence and disyepair. At the same time.
standards of quality arve rising. along with the
costs of construction and repair. As a result of
these trends, low and moderate income families
and individuals find  themselves in 2 housing
squeeze, where they caniaot afford housing which
is up to code standards unless they are aided b
some form of subsidy.,

The major source of housing subsidies needed
by these familiex isx the Federal government. The
very poorest houscholds may be aided by the
Federal public housing program. in which the
covernment pavs the entire initial cost and some
of the operating cost of units owned hy local
housing authorities.  Households with slightly
higher incomes are eligible Tor units built by
private developers with Federal interest subsidies
under the “221(d)(3)" and 2367 programs
(named for sections of the National Housing Act).
These families could not afford such housing with-
out these interest subsidies.

Property taxation plays a role in the production
of both tvpes of subsidized housing.

Low Rent Public Housing

Low-ijticome public housing is exempt from real
estate taxes under both Federal and State law.
In lieu of taxes, local housing authorities are
generallv required by law to pay 10% of the
shelter rent charged their tenants. Since this
shelter rent is rendered artificially low by Federal
subsidies, the payment represents a small per-
centage of the revenue which the locality would
derive from use of the property by private de-
velopers.!

Public hiousing can be built by only one agency,
the local housing authority. This authority is
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created, pursuant to State and Federad law, by the
town or municipality. The decision {o utilize land
within the locality for public, housing therefore
represents i decision by a local public authority
to forego most of the taxes on that land.
higher the tax rate. the more revenue foregone.
In addition, family public housing may require a
concentration of municipal services, compounding
the net fiseul loss suffered by the lo ality. Beciuse
public housing cannot be built without the co-
operation and active participation of the locaiitiex
through their housing authorities, poor families
miy be deprived of the only decent, safe. and
sanitary housing they can afford if local pubiic
officials decide that they need the taxes which
private development can generate on a site which
might otherwise be devoted to public housing,

Clearly the localities would benefit from some
system of reimbursement of foregone revenue
from the construction of public housing especiully
since the concentration of low-income families in
such housing may impose additional burdens on
municipal services., One form of reimbursement
is the block grant program administered under
See. &-159a of the General Statutes, which dis-
tributes unvestricted grants to localities under a
formula which considers among other thing:. the
number of public housing rooms in the town. The
Commission recommendation of the expanusion of
this program may  help remove the economic
disincentives to the construction of public housing
which now exist.

Low and Moderate Rent Private Housing

The 221(d) (3) and 236 programs have provid-
ed, through interest subsidies, 10,000 units in the
State for maderate income families who cannot
afford new market-rate housing. Lower income
families may also occupy these units with addi-
tional subsidies through the vent supplement and
publie housing leasing programs. Unlike public
housing, these developments are not exempt from
property taxation. However, because of the rent
restrictions imposed on them. they cannot be built
in many paris of the State if they must hear their
full share of the tax burden,.

The reason for this is that occupaney of these
units is limited by Federal statute to families of
low and moderate income. Tor the 236 program,
this generally means not more than 1335 of
nublic housing income limits. The Department of

Housing and Urban Development has established

The

n a

naximum permissible rents which can he charged
to these residents, so the rent receipts of subsi-
dized developments ave strictly limited.

Out of these limited rent receipts must conie
nanagement. operating, and other expenditures,
including debt service. In a growing number of
subsidized developments in the State, there is
little or no money left over for the payment of
property taxes, Since tyvpically all of the other
expenses will have been cut to the bone, abate-
ment of xome or all of the property taxes on such
a project is likely to le a precondition to il
construction.

What c¢an be done to ease the property tax
burden sufliciently to permit the construction of
such needed housing?  Municipalities may uni-
Laterally reduce the assessment or the tax bill
Stamford has passed an ordinance permitting such
a reduction, taking into account many factors of
cost and need.  Localities are hard pressed for
funds. however, and cannot afford to forego muceh
revenue in this manner.

The Department of Community Aflairs (DCA)
administers a program which is designed to deal
with this problem by reimbursing the localities
for the amount of the taxes abated. TTowever. an

(2524

administrative limit of $350 per unit has been set

by DCA on the permissible yearly reimbmsement.
number of localities this limit has been
shown to be too low, and in any case does not
appear to have been contemplated by the statute.

To facilitate the constroction and operation of
this housing. and to spread the liability for its
tax burden, low and moderate income private
housing should perhaps be assessed uniformly by
the income approach, This would take into con-
sideration the statutory limitations on the gross
receipts of such developments. and would reduce
somewhat their tax labilitv, The upper limit on
State reimbursement would then he the taxes
due on such reduced assessed valuation. not an
arbitrary dollar figure. Thus the State and the
localities would share the burden of this necessary
subsidy.

Such a change may or may not result in a need
for greater appropriations for the tax abatement
reimbursement program. Further study would be
necessary to determine its costs, and for this
reason tne Commission has not embodied it in a
formal recommendativn, However, adoption of
some such approach is necessary to remowve some
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of the tax pressure on subsidized housing units
in the State, over 1000 of which face impending
foreclosure if further tax relief is not granted.

The State cannot afford to lose these needed hous-
ing resources for its Jow and moderate income
families.

Hislory of the Property Tax
in Connecticut

The first tax in colonial Connecticut was levied
in 1627 on shares of the Joint-stock Company of
Adventurers. there heing little other property
which could be used as the basis of taxation at
that time. A yeuar or so later. the land of the
colony was divided, and became the object of
taxation by both the towns and the colonial legis-
lature. At this time. real property was not taxed
according to its value, but according to an esti-
mate by the legislatire of the average annual
inconte of certain classes of land, Taxes were set
for these classes by the legislature. not by local
assescors. Gradually, houses, livestock, and other
types of property were brought within this taxa-
tion scheme.

By the beginning of the 19th century. it was
becoming clear that industrializalion was dis-
Ltorting land values and that agricultural interests
were being burdened excessively. As a result, in
1810 the property tax base was shifted from the
statutory area measurement system to the market
ralue assessment of individual properties. The

industrial sector was further recognized by the

inclusion of machinery, inventories. and other
business personalty in the tax base. By 1830,

every tvpe of real and personal properiy not
specifically exempted was taxed at a 377 rate,
. The result of this shift to market value assess-
ment was the replacement of problems of rigid
standardization with equally different problems of
disclosure and appraisal which have burdened the
property tax collection system to this day.
Shorth after 1850, the State government ceased
its Tevy on individnal property owners and hegan
{0 take a percentage of the overall grand list of
cach towsn, The predictable effect of this change
wis systematie undervaluation by loecal assessors,
50 as to minimize the amount of the State’s share.
In 1915, the State attempted to remedy this by

dividing a fixed annual levy among the towns on

the basis of their tax collections rather than their
arand lists.

While the property tax remained the only major
source of local revenues, it was increasingly sup-
plemented at the State level by excixes and other
taxes. Finally, in 1947 the State property tax
was supplanted by a general sales and use tax.
The annual levy on the towns was discontinued
and the State retived from the field of property
taxation. except in the supervisory role which it
maintains today.

Alternative Methods of Taxing Property

Before arriving at its decision to continue the
property tax in essentially the same form, the
Commission felt it important to investigate al-
ternative methods of taxing property in order to
determine whether such variations might be ad-
vantageous to Connecticut citizens.

Classification of the Property Tax Base

Classification of the property tax base is the
division of the grand list into classes of property

which hear the tax at different effective rates.
Some states have constitutional requirements of
across-the-hoard uniformity and thus classifica-
tion is not legally available there.'” Connecticut's
constitution is silent on the subject, so it would
be legally possible to provide by statute for a
classified tax, subject to equal protection and due
process considerations.!s

The rate differentials among classes may bhe
achieved by the following methods, among others:
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1. differential fractional assessments:

™

fixed assessvnents made without reference
to value, which produce different effective
rates;

3. different methods of valuation (income capi-
talization replacement cost. ete.) which pro-
duce rate differentials;

——

different proportional tax rates;

1

exemptions applied to  different

o

arving
classes.

These methods have been used in many states
to create various classification schemes, including
low-rate taxes on intangibles, mortgage recording
taxes. preferential taxes on bank deposits and
shares, bushel taxes on grain, tonnage taxes on
ships, ad valorem taxes on ineral production,
forest taxes, special treatmant of land and/or
buildings, the exemption of improvements, home-
stead exemptions, and the partial substitution of
service charges for property taxes. Classification
has been used most extensively to deal with the
problem of taxing intangibles, which have often
been taxed at a lower effective rate in order to
encourage disclosure and minimize inequity.!”
Since Connecticut has abandoned the taxation
of intangibles this reason for adopting a classified
system does not apply here.

At least five states have comprehensive property
tax classification systems: Minnesota, Montana,
Ohio, Virginia, and West Virginia. Two other
states, Hawaii and Pennsylvania, provide for
differential rates for land and bhuildings. Other
states either exempt or give special treatment to
some classes of property. In addition, there is
widespread extra-legal de facto classification
arried out in many states by local assessors.’
This is a danger the Commission wishes to avoid.

The movement for classification seems to have
been most popular between the turn of ihe century
and the Second World War. Recent attempts to
institute classification systems, as in Tennesser,
have failed ¥ The classification system adopten
9 vears w,.v in Hawaii is really a modification of
site value taxation which, while a form of classi-
fied system, is discursed in the next section,

Even if one could assume the validity and de-
sirability of the concept of classification, it may
be too much to expect either economists or legis-
latures to fashion a system that actually works,
This is the conclusion of the foremost student of

(8]
(8]

the classified tax syvstem. who made the following
observition over thirty vears ago:

“Within given states many of the classifica-
tions have little to recommend them, They are
hased upon yuestionable assumptions, reflecting
political or other pressures rather than sound
cconomic  distinetions,  Morcover. the more
numerous the subdivisions into which property
is divided the more questionable from the point
of view of cconomic logic do the classifications
and the rate differentials become. It is eisy
to point out defects in particular classifications
—and many of the eriticisms are rooted in per-
sonal opinions and economic heliefs subscribed
to by the critics — but it is extremely dilticult
to sav just what the classifications should he
and far more diflicult to lay down principles on
which rate differentintions may be fixed. "2

More recent commentary has adduced no rea-
sons 1o alter that judgment of the classified prop-
erty tax. :

The Commission therefore has concluded that
the institution of a system of classifieation of
property for purposes of taxation should not he
recommended.

Site Value Taxation

One form of elassification is the taxation of land
and structures at differing effective rates, by law.
For more than a century, there has been a signifi-
‘ant body of opinion holding that land and struc-
turey should be differentially treated. with eicher
no taxation of the value of structures at all, or
heavier taxes on land than on building values.
The argument for such “site value taxation” is
twofold. First, the value of any particular site
as unimproved land results from factors that have
jittle to do with the actions of an individual land-
owner. A given site is valuable because a town
or city has grown in population; because streets,
roads and water, sewer, and other utility lines
have been put in to serve that site and others in
its vicinity; because the owners of adjacent sites
have put up oflice buildings or stores or houses,
Thus, it is argued, an individual landowner has
little ethical claim to rising land values and it
would be equitable for the community to recoup
such ‘“‘unearned increments” by imposing high
taxes on site values.®

In addition to this equitable argument, there is
a closely related economic argument. Since the
landowner himself does not create land values,
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taxing them away will not affect the decisions
made by landowners. The return from investment
in land (above and bevond interest costs on the
invesiment) is a pure smrplus. and taxing away
strpluses does not affect economic decisions. Move-
oter. the supply of sites cannot be reduced in
response to the reduced net returns coused by
taxation (the case with regard to all other types
of investment). The net result is that a site value
tax is neutral in its effects on economic decisions
velating to use of land. The present property tax,
most of which falls on buildings. is not neutral.

since it tends to discowrage investment in build-

ings, Thus, a switeh to site value taxation from
the present unneutral tax would tend to foster
more intensive use of land.

Differential or exclusive taxation of land has
been widely adopted in a number of other coun-
tries. including Australia, New Zealand, South
Afriea, western Canada, Denmark, Taiwan, and
Jamaica. It is also found, in a modified form, in
Hawail and in two Pennsylivania cities. Pittsburgh
and Scranton. As experience in some of these
areas has shown. the practical realities of a shift
to exclusive ov differentially very much heavier
taxation of land in a well-developed place like
Comnecticut may create serious problems. Con-
necticut has long since adjusted to the existing
svstem of property taxution. and major shifts in
the distribution of the hurden would be very un-

settling. creating large capital gains and capital
losses, The Commission believes that such shifts,
even were they on balance desirable. should not
be lighthvy made. At the very least. detailed studies
of how the tax change would work for specific
classes of taxpayers in specific communities woild
be an essential prerequisite. )

.. some places—Tfor example, a relatively homo-
geneous largely residential suburban town — site
value taxation would make little difference in the
distribution of tax burdens. There would be little
reason forr such places to object to the tax change,
hut also very little reason to make the change.
In other places. the distribution of the tax burden
would be greatly altered — in some cases. from
residential to business property owners, in others
the reverse — with important land use conse-
quences, such as the presswre to redevelop resi-
dential sites with good accessibility for commerrcial
plrposes,

Evidence on the specific effecis of a shift to site
value taxation in Conmecticut’s towns is far too
skimpy to justify such a move., It should be
pointed out that the Commission’s recommenda-
tions for uniformity in assessments (see Vol. 11,
Part C) will tend to lead to substantial increases
in the taxes on land, since land on the average is
very much underassessed in Connecticut. In view
of all these factors, the Commission finds no basis
for recommending a change to site value taxation.

The Personal Property Tax

Personal property taxation began in the United
States during Colonial days at which time the tax
was levied largely against livestock. Taxation of
machinery. equipment, furniture and fixtures, and
inventories began principally in the 19th century.

Netzer places the beginning of the decline of
the personal property tax as a form of revenue
in the 1870's with the trend continuing through
the late 1930's. Since the end of the 1930's, per-
sonal property has accounted for 16-177¢ of the
property tax base®

The principal reason for this shift away from
the personal property tax is the difficulty of locat-
ing and wvaluing uniformly varicus types of per-
sonal property. In addition, personal property
taxes of business equipment, particularly in manu-
facturing, have adverse effects on the location

of economic activilty both because of the level
of the tax per se and because the personal prop-
erty taxes are less certain and uniform than are
the alternate wavs of taxing business activity
used in those states without a business personal
property tax.

Shifting the Personal Property Tax
4 I )

Because of the competitive circumstances in
which the State’s businesses find themselves, it
is unlikely that Connecticut businesses can exyport
nmuch of the personal property tax. It is further
unlikely that very much of the tax is shifted
domestically to Connecticut consumers; Connecti-
cut consumers have ready access to non-Connecti-
cut products from firms located in non-personal
property tax states.



Q

ERIC

Aruitoxt provided by Eic:

Wightman tested the impact of property taxes
on firms and their cost of doing business. Wight-
man concludes:

“States that do not tax personal property
offered considerable advantages to the manu-
facturing sector of the economy. Removal of
taxes on machinery and equipment encourages
older firms to replace outmoded equipment,
and thus remain competitive. Replacement of
taxes on inventory by state corporate income
taxes increases the certainty and uniformity of
tax bills, and relates taxes more closely to
ability to pay. Seldom does a personal property
tax location show up as a relatively low tax
location in this comparison. This tax becomes
increasingly burdensome as modern industry
requires more and more investments in ma-
chinery and equipment per worker, and as a
percentage of total assets,”#

Conclusions of Commission

The Commission concluded that the personal
property tax is extremely difficult to administer
equitably. The tax is a major deterrent to busi-
ness and industrial investment in the State.
Accordingly, the Commission recommends the re-
peal of the tax on post-1973 acquisitions of per-
sonal property other than motor vehicles, aireraft,
personal proeperty of public-service companies
(public utilities),™ and the inventories which are
heing removed from the tax rolls under current
law.*® The result of this recommendation would
be the phasing out of the tax on affected cate-
govies of presently-owned personal property as
such property .is depreciated. The Commission
estimates that the bulk of this phase-out should
be completed in 10 yvears. A reduction of revenue
to each town would occur not by virtue of the re-
moval of any existing property from its grand list,
but beeause of the fact that no new items would
be added each year. The Commission estimates
that there would be approximately $150 million in
assessed value of new acquisitions each vear which
would not be placed on the personal property grand
list as a result of its recommendations.

This proposal would result in a reduction in the
State’s grand list of over $1.5 billion over a 10-
vear period, or less than 17¢ of the 1970 net grand
list per vear. The following shows the statewide
breakdown of affected property, by class.

24

Total Personal Property on Which
Tax would be TPhased out under
Commission  Proposal (1970 list)

Machinery* $1.014 million

Furniture 302
Boats 44
FFarm machinery. tools _ 6
Animals. produce 3
Other 162

Total
Reduetion in each of 10 years: $153 million

Percent of total net list to be phased out
under this program: Total 87
Yearly .8%
*‘This category contaitis some machinery belonging to
utilities, and may thus be slightly overstated.

Table A-8 shows the effect of the Conmtission
proposal on the net grand lists of localities with
over $20 million in affected property. These areas
of concentrated commerce and industry would
generally lose between 1 and 2%+ of their 1970
net list each vear for 10 vears under the Com-
mission proposal.

TABLE A-8: Effeet of Personal Property
Tax Phase-Out Proposal on 1970 Net Grand
Lists of Localities with More than 820 Million
in Affected Property
Avernge Annual
7 of 1970 Net Revenus Redue-
Grand List to be  tions Due to phase

phased out each aut 1970 Rate
yens for 10 yonrst (& millions) §

Personal Property
to be phased out*
(& millions)

Hartford 144 1.6 1.1
Bridgeport 108 1.8 8
New Haven 79 1.3 .6
Stamford 68 .8 A
Milford 67 1.5 . 3
East Hartford 64 1.3 3
Waterbury 53 1.2 A
Norwallk Hl 1.1 3
Greenwich 48 3 1
Middletown 45 2.1 2
Stratford 32 1.0 2
New Britain 29 1.0 2
North Haven 28 1.6 A
Tianbury 25 9 B
Bristol 24 1.0 2
Montville 21 2.2 .1

Souree: Calculated from Puhlic Doc. 48, pp. 50-81.

*In some localities, these totals may contain property be-
longing to uitilities, and may thus be slightly overstated.

+tThese yearly amounts will vary, depending on depre-
ciation rates.
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Relationship to Inventory Tax
Phase-out Program

The Commission’s recommendation that most of
the personal property tax be phased out is con-
sistent with the current program of phasing out
taxation of manufacturers’ and merchants’ inven-
tories.
Manufacturers’ inventories are to be progres-
sively removed from property tax rolls under
Scee. 12-81 (50) of the Connecticut General Stat-
uter according to the following schedule:

1970: 1077 of assessment is exempted
1971: 509
1972: 60%
1973 70%
1974: 80%¢
1975 900

1976 and thereafter: 100«

Partial reimbursement of these foregone reve-
nues is provided by Sec. 12-24a, which provides
for the following distributions to localities based
on the 1964 collections on manufacturers’ inven-
tories, which totaled approximately $18 million:

1970: 409 of 1964 collections
1971:  50%%
1972: 609
1973: 70%%

There is no provision now in the statutes
for reimbursement after 1973,

Merchants’ inventories are to be phased off the
tax rvolls under Sec. 12-81 (54) which provides
that an additional one-twelfth of such inventories
he exempted each yvear from 1971 to 1982. Reve-
nues foregone through these exemptions are to be
reimbursed by the State in similar proportions,
based upon 1967 collections (totalling approxi-
mately $14 million). This reimbursement totals
1009¢ of 1967 collections on merchants’ inven.
tories in 1982, and continues at that level there-
after (Sec. 12-24¢),

The Commission hkas concluded that these re-
imbursement programs are an infiexible and
inappropriate method of relieving the hardships

caused by the removal of some classes of prop--

erty from local grand lists. They do not adequate-
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Iv reflect the fiscal needs of the localities. and
their distribution formulas quickly oecome ob-
solete. For (hese reasons, the Commission recom-
mends the repeal of the inventory tax reimburse-
ment programs, effective in FY '76.

The Commission recognized the fact that these
recommendations talken alone result in significant
revenue losses to the localities. However. the
Commission has concluded that. overa’l, these
losses will he compensated for by other gains,
Chief among the projected gains are revenues
which would accrue to loealities unier the Com-
mission’s proposed program of aid to cities, set
forth in detail later in this Part. This program
provides for increased block grants and for State
payvments hased on foregone revenue from private
tax-exempt property. Under this proposal, an
additional $20 million would be distributed to
localities in FY 74 and FY '75. This amount
would be increased to $10 million starting in
FY "76. concurrent with the proposed repeal of
the inventory tax reimbursement provisions.

Table A-9 shows the net effect of these recom-
mendations in major localities in the State,
through FY '77. 1t shows the revenue which
would we lost due to the repeal of the personal
property tax and the present reimbursement
programs. It also shows ihe projected gains frem
increased block grants, payvments for tax-exempt
private property, and increased payvments on
State property (as recommended elsewhere in
this Part).

The Commission believes that any net losses
shown in this table would be more than offset by
other gains, including the following:

1. New industrial and commercial development
which will be encouraged by the repeal of the
personal property tax.

2. The assessment reforms proposed by the
Commission which will result in significant addi-
tional revenue coming from identification of
under-assessed property in accordance with the
existing statutes by FY '75 and thereafter,

3. An easing in many localities of their educa-
tional finanee hurdens, under the plan proposed in
Part B.
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Property

From the taxpayer's point of view, taxes always
seem too high, The property tax hill is particu-
larly onerous for the homeowner, who is acutely
aware of how much he has to pay. Given Con-
necticut’'s heavy dependence on the property tax,
there is  understandably  widespread  sentiment
that increases in the tax should he curbed. One
suggested means of accomplishing this end is to
impose some statutory limits on the property tax.

Conneeticut is one of only 7 states™ which at
present place no limits, either mild or severe, on
local property taxation, Of the reasons cited in
support of property tax limits, the most widely
discussed is the following:

1. By limiting the amount of revenue which
an be obtained from the property tax, the
locul government is -forced to seek other
sources of non-property revenue, therehy
lessening the tax load on the heleaguered
property owner.

It is also argued that:

2. Lower rate limils can be an inducement to
attract industry into a community.

3. The use of tax-rate lHmitations will mean
that the local governmental unit will have to
take a new look at the various services it
provides in order to determine whether they
should he offered locally or by the state
with its broader tax hase.

4. The use of tax-rate limitations can mean

that there will be an enlargement of state

aid in order to provide adequate finances
for the services provided locally.

5. The limited amount of property tax revenue
available because of rate limits will force
local governments to he more exacting in
their budget prices.

6. A limitation of particulay funds by the state:

. legislature will ultimately aid in providing
greater uniformity in the various services
offered.

7. The limitation on property tax revenue, in
combination with the demands of competing

Tax Limits

local governments for the tax doliav, will
ultimately hasten the simplification of lecal
governments.®
However, the history of property tax limits in
other states and the latest pertinent researeh hive
greatly diminished the strength of these argu-
ments,  Legislation to limit property taxes is
frequenthy riddled with exceptions, and often
there are outright violations, Tax limits tend to
transfer local government services to the state
with a corresponding loss of local government
autonomy. Since tax limits do not aflect expendi-
ture rates, the limits mevely shift the burden
to a different source of revenue. When the
state assumes the financial burden. it gener-
ally assumes the control and there is a further
loss of the fundamental local government nerogi-
tive of budget making. Local governments are
ruled much more by their expenditure needs than
hy their current revenue prospects, and tax limits
have not been able to reverse this state of aflaivs.

Tax limits make sense only, if at all, when a
state seeks to shift local government taxation
away from praperty and toward non-property tax
sources. When tax limits have not been part of
anew loeal tax syvstem in a state, their effective-
ness in holding down expenditures has been
dubious. Tax limits have enjoyed some success
only when local governments have been given
non-property sources of tax revenue as an alterna-
sive to the property tax. The imposition of tax
limits in some cases may have accelerated a
changeover to a new systen.

Connecticut has not authorized local non-
property sources of tax revenue and the Commis-
sion believes it would be unwise to change this
policy, The Comimission has concluded, therefore,
that the imposition of property tax limits would
very likely not be effective in this State. The
Commission believes that enactment of its recom-
mendations relating to uniform assessment and
administration of the psroperty tax, and its recom-
mendations concerning irunicipal tiscal practices,
will be more effective in controlling property tax
rates than an artificially imposed tax limitation.
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The Circuit Breaker

oxisting Law

lquity considerations point to the need for tax
relief for the elderly, Most of the really serious
cases of regressivity are to be found among elderly
households. Not only are elderly housenolds more
likely to be poorer than other age groups of the
population, but their incomes arve frequently fixed
in amount. The eldevly are least able to eope with
property tax increases.

At present. Connecticut law (C.G.S. Section
12-129h) allows qualifyving eldevly people a prop-
erty tax exemption of $1.000 on their domiciles
and a freeze of the tax bill ax of the year of
qualification. The State reimburses the local
municipality for the difference between the bill
paid by the taxpaver and what the tax hill would
be without both the exemptisn and the freeze.

The adminis{ration of this law in its present
form has been very diflicult due to the formula
required by law to be used to compute the bene-
fits. Furthermore, this law does not treat all
elderly households in the same way. Elderly
households which rent rather than own their
homes receive no relief even though a portion of
their rent undoubtedly goes toward propecty
And, because of the freeze provision,
elderly households recently qualified for relief do
not receive the same level of benefits as elderly
households which qualified before them even
though there are no other differences bhetween
the households.

The Commission recommends the adoption of
a “circuit breaker” so that elderly renters and
the elderly owners can be treated more equitably.
The Commission further recommends that any
person currently receiving benefils vunder Section
12-129b preater than those which would be avail-
able under the circuit breaker shall be entitled
to their existing benefits. The Commission recom-
mends, however, that for all other purposes Sec-
tion 12-129b be abandoned as a relief section.

The Concept of the Circuit Breaker

Given the desirability of tax velief to elderly
households, one fair means of accomplishing it is
to designate a certain percentage of income as a
limit above which elderly households of low in-
come would not have to pay in property taxes.
By designating a percentage of a household’s

gross rents whicli is deemed to be devoted to
taxes, one can include both renters and home-
owners in a tax reliel program.

This plan of a property tax ‘“‘cireuit breaker”
for the elderly is not a novel idea. The states
of Wisconsin., Minnesota, California, Vermont,
Kansas, Colorado, Maine. New Jersev, Pennsyl-
vania, Jowa, and Oregon already have some form
of ¢ircuit breaker in operation.

Busi(-_-, Design of a Circuit Breaker

“for Counecticut

The Commission recommends Connecticut adopt
a circuit breaker which would grant dirvect relief
up to $500 per vear for qualified elderly house-
holds. To qualify for property tax relief, the
head of the household must be 65 vears of age or
older, and the total income of the household from
all sources, including Social Security. must be less
than §7.500 per year (in 1972 doHars).

Relief for Homeowners

Undev the plan, a homeowner would be entitled
to direct relief in the form of a credit on his
property tax bill if and to the extent that his
actual tax bill exceeded 5% of his income. The
maximum limit of the credit would be $300 for
those in the lowest income bracket. The State
would reimburse the municipalities by the amount
of the tax credits. As an alternative, the home-
owner could be required to pay the full amount
to the municipality and apply directly to the State
for the credit.

The dollar amount of relief would decline as
the household income increased as follows:

Where thé household

income is

The maximum eredit
would be B

$3,000 $500
3,500 450
4,000 400
4,500 350
5,000 300
5,500 250
6,000 200
6,500 150
7,000 100
7,500 50
7,500 - 0
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Relief for Renters

Under the plan, a renter would be entitled to
relief in the form of a cash pavment from the
State to the extent that 209+ of his annual gross
rent (including utilities) exceeds 5% of his in-
come. The maximum limit of cash payvments
would he %500 for those in the lowest income
bracket. The scheduie of cash payments exactly
mirrors the schedule of maximum credits listed
above, 4 '

The tax credits and cash payvments would he
made upon presentation to the town assessor of
proof of age, household income, tax bill or rent
paid, and other documentation as™ may be
necessary,

Some examples may help to explain the work-
ings of this circuit breaker: '

(1)  Suppose an elderly household has total

income of %4,000 per vear and rents an apart-

ment for $150 per month including utilities.

The household is obligated under the plan to

pay up to 5% of its $4,000 income or $200 in

property taxes. It is assumed that 207 of the
rent goes toward the pavment of property taxes.

This means that the household is effectively

paving $30 per month (209 of $150) or $360

per year in property taxes. Since the $360 pay-
ment is in excess of the established norm of

5% of income or $200, the renter is entitled to
" %160 direct cash payment from the State.

() Suppose an elderly household owns its
home and has an income of $4,500 per year.
Or.e again, the circuit breaker plan envisions
that 5% of the $4,500 per vear (or $225) is the
proper amount to be devoted to the payment
of property taxes. Suppose further that the
actual property tax payment of the household
is $350. The circuit brealker would then relieve
the elderly homeowner from pavments above
$225 and the State would reimburse the munici-
pality for $125 of that taxpaver’s bill.

(¢) Suppose an elderly household has total

income of $7,000 per year and rents an apart-

ment for $200 per month including utilities.

The household is obligated to pay 5% of its

$7,000 income oi $350 in property taxes. Under

the plan, it is assumed that 20% of the 1ent
goes toward the payment of property taxes.

This means that the household is effectively

paying $40 per month (20% of $200) or $480

per year in property taxes. Since the $480
payment is-in excess of the established norm

of 5% of income or $350, the renter would be
entitled to $130 divect cash payment from the
State, lowever, in view of the houschold in-
come level of $7,000, the actual cash payment
would be limited to $100.

Adndnistration of the Civeuit Breaker

The operation of the circuit breaker requives
data on the incomes of elderly households and
data on the rents paid by tenant houscholds. The
plan would make it the responsibility of the elder-
Iv houscholds to present all appropriate docu-
mentation to the town assessor. Income may be
furnished by copies of Federal tax returns, Rental
data mayv be corroborated by checks. with land-
lords. Safeguards would have to be established
to prevent landlords and tenants from certifyving
fraudulent rent pavments. The Commission is of
the opinion that the bulk of the administration
of this relief provision could he administered hy
the existing stafl's in offices of the assessors and
tax collectors.

It is not possible to provide a detailed estimate
of the cost of the recommended circuit breaker.
However, from the data available, the following
estimates have been made:

Relief for Flderly Renters —
. 1.9 -
Relief for Tlderly Homeowners —
12.3 - 15.0 million

5.0 million dollars

dollars
Administration — A -
Total 14.3 -20.9 million dollars

Naturally, these costs are sensitive to the vari-
ous eligibility limitations and other parameters
of the circuit breaker. Lowering the $7,500 in-
come requirement, raising the percentage of in-
come considered applicable to property tax pay-
ments to above 5%, and reducing the schedule
of . maximum ecredits will lower the costs of the
program. Doing the reverse will increase the
totai cost. ' ’

5 million dollars

Relief Under Existing Seetion 12-129b

Many elderly homeowners are . receiving relief
under the provisions of Section "12-129L of the
Connecticut General Statutes. The proposed cir- '
cuit breaker is designed to extend relief to ciderly
renters and to eliminate the cumbersome and «lif-
ficult administration of Section 12-129h. The
Commission feels that benefits currently received
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by any homeowner under Section 12-129h should
not be diminished, The Commission therefore
recommends that the benefit levels and recipient
lists of Section 12-129h be frozen in {he year in
which the circuit breaker is enacted, and that the

Ltaxpayver be (.'IIUUC(] to receive the greater of the
benelits he reeeives under the existing Seetion
12-120h o under the cireuit breaker, Newly elig-
ible households would receive reliet only under the
cireuit bhreaker,

Service Charges on fl‘ax-Exempt Real Propcrl_y

Currently Connectiut about $3.5 billion in
assessed valuation g(‘)es' untased because of statu-
tory exemmntions. This amounts to about 16450 of
the total assessed valuation in the State, Tax-
exempt property can be bhroken down as follows:*

Millions of
Deollars of

Asgessed Value

Federai Property 179.2
State Property 421.1
Municipal Property , 1,317.2
Private Colleges and Universities 260.8
Parochial and Private Schools 194.0
Churches 349.0
Hospitals, Veterans, and Chal itable

Organijzations 282.1
Housing Aathorities 127.0
Other _ 391.0
Total ' 3,026.4

If Federal properties are deleted because of the
impossibility of levying a tax or service charge
against them, and if municipal properties are de-
leted. because the municipalities would not register
any net gain by assessing levies against them-
selves, the total of tax-exempt property in the
Stute is reduced to $2.03 billion in assessed valua-
tion, 1f, further, State property were withdrawn
for reasons which will be explained below.
total of non-governmental tax-exempt property
would be reduced to about $1.61 billion, Non-gov-
ernmental tax-exempt property thus camprises
less than half of all tax-exempt property.

If the towns and cities of Connecticut could
secure additional revenue from the tax-exempt
properties within their borders, redueed taxes
could result. For the most part, tax-exempt prop-
erties are located in the cities of the State where
the tax rates are high and where Such tax relief
is sorely needed.

In devising policy toward tax-exempt property,
at least three approaches can be taken:
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Approaci A holds that tax-exenmipt institutions
are just like any other property owners aund
should pay their full share. This is the basis for
the strongest attack on property tax exeniptions.
This view, however, vequires the reevaluation of
the overall desivability of tax exemptions in view
of the likely consequences of imposing taxes on
previously tax-exempt properties. For example,
if churches ave taxed it is altogether reasonable
to expect church expansion plans may be cur-
tailed, that some churches will be forced to sharve
buitdings, and that new construction will not offer
tall steeples and fine organs, In short, taxes will
be included in cost caleulations, and they are
likely to have an important impact. The benefits
digpersed by tax-exempt institutions would un-
questionably decline.

Approach B holds that tax-exempt properties
are special, that society would lose some of what
it now prizes if tax exemptions were discontinued.
Society values edueation, religion, fraternal organ-
izations and hospitals. Accordingly, these values
must be encouraged and not hindered by public
policy in any way. Tax exemptions are directed
toward these ends, and it is argued that they are
important iu achieving such social goals.

Approceh C holds that tax-exempt properties
are unique and desirable, and that they should
not have to pay the full burden of taxes:; but a
measure of sophistication is added by recogniz-
ing that tav-exempt properties do use services
from local government and that exemptiong from
the property tax means that no compensation is
rendered for such services. This approach recog-
nizes and emphasizes that tax-exempt properties
should be encouraged for their overall benefits,
as oul' society has often recognized, and that
government should continue to play a role in en-
couraging such institutions because they often
perform services that either the State or local
governments might have to perform in their
absence.
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Without violating these conclusions oy damag-

ing the well-heing of tax-exempt institutions, how-

ever, the last approach would take into account
other aspects of tax exemptions. Most important,
¢ily revenues from taxable property are required
to provide services to tax-exempt property own-
ers, and these institutions frequently benefit a
wider population ‘than the residents of the host
town or city alone. While some *tax-exempt insti-
tutions henefit people in a wide area (and studies
of health institutions and others have documented
this fact), only the residents of the host towns and
cities pay the cost of municipal services provided
tax-exempt institutions. Given the desirability
of matching up costs and benefits, it is not un-
reasonable to suggest that cities should be com-
pensated for the revenue foregone by exemptions
for propertics which render services to citizerns
living oytside their houndaries. To this extent, a
strong case is made for some mechanism to com-
pensate towns and cities with a heavy concentra-
tion of tax-exempt properties through the use of
revenue sources which would spread the cost
among the wider population which sueh institu-
tions benefit.

At the same time, recognition that tax-exempt
institutions should not be required to take a full
share of the cost of local government does not
mean that modest and appropriate charges should
not be made for city services rendered directly to
those institutions. The city can easily monitor
such services.and determine their true cost. The
city could levy service charges on these institu-
tions which would not be too onerous to the insti-
tution and which could help defray the high costs
of local government.

This approach is not new in Connecticut. Many
tax-exempt institutions are currently paying for
sonie of the services which they receive from the
municipality in which they are located. The Com-
mission recommends applying this approach to
more towns and cities, and to more tax-exempt
institutions. .

Service charges are much like prices and are
relatively easy to develop when the service pro-
vided can be metered. Water, electricity, and mass
transit are the classic exarples of services for
which charges are applicable and widely used.
The concept can also be extended to sewerage and
sanitation.’ ‘
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Connecticut vanks low in its use of sevvice
charges, Only about 1377 of its total local revenue
from own sources is derive.: from service chargoes.
The U.8. average is closer to 307, Cuwrrent
charges come to only $28 per capita in Connecti-
cut as opposed to $51.50 nationwide. Looking
solely at .sewerage and sanitation, charges for
these services account for only 6.77 and 5.2
of expenditures, respectively, The national aver-
ages dre significantly above that.

-

If towns and cities were able to chavge tax-
exempt institutions for sewerage and sanitation
services, they would be able to recover more of
their costs. The costs recovered would naturally
vary from town to town and from property to
property. As a rough estimate, if towns and cities
charged tax-exemipt properties the full cost of
providing sewerage and sanitation services to
them, they would he able to recover a total of
approximately $3.5 million,

Where not provided by private indusiry. the
Commission recommends that non-governmental
tax-exempt instifutions be charged for the costs
of providing water, sewerage, and sanitation serv-
ices to them, :

The Commission further recommends that serv-
ice charges for the use of municipal services by
tax-exempi properties should be developed by the
chief financial officer of each town and cily in ac-
cordance with procedures mandated by the State
and that such service chavges should be levied by
the towns in which tax-exempt institutions are
located.
~ Although it is not recommended that State
property be charged for municipal services, the
Commission has considered the provisions' of
Section 12-19a of the Connecticut General Stat-
utes which provides for State reimbursement to
towns for tax-exempt property owned by the
State. The necessary funds reqguired to carry out
the provisions of Section 12-19a have not been
fully appropriated. The Commission recommends
that the legislature appropriate sufficient funds to
carry out the terms of Section 12-19a. It is under-
stood that this would require a vearly increase of
$1.8 million, making the total amount necessary
to fund the provisions of this section $3.6 million.
This additional aid will go primarily to the cities
and will again help to reduce or maintain the
current level of those cities' property tax.
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The Efiects of the Real Property Tax
on Urban Capila] Formation

The market value of real property and the tax
collected {rom that property are interdependent.
As property taxes depend on assessed valuation,
so market values of that property reflect the prop-
erty taxes levied to a greater or lesser degree de-
pending on the functioning of the market itself.
This is the concept of tax capitalization.

The interaction between the property tax and
market values of real properties complicates and
often distorts the flow of investment into urban
real estate. Location choices depend on taxes as
do choices fo invest at all in wrban areas.

Business and {ndustrial Loeation Deecistons

Although bhusiness and industrial location de-
cisions are influenced by many factors, economic
activities requiring heavy investment in real
estate are especially sensitive to real property tax
rates. Investors seeking a location for a new eco-
nomic activity can ordinarily find several possible
sites with similar characteristics and non-tax
operating costs. In such a case, the property tax
potential oi one location versus others can be-
come the deciding factor in investment decision-
making. Such a consideration has led many states
and localities, especially in the Soutl, to offer tax
concessions in an effort to attract business and
industry.

Business and industrial location decisions may
be most responsive to tax differentials at the time
of an original location decision,” but relatively
high property taxes can thwart additional invest-
ment in an area, and expedite a companyv’s deci-
sion to move at a time in its development when the
corporate strategy calls for expansion, consolida-
tion, operating realignments, or absolute reduc-
tions.

Towns actively engaged in seeking new indus-
try through tax concessions, or which attract new
industry merelv because of low tax conditions,
may concurrently enact zoning regulations which

hinder the movement into the town of large num- -

bers of people whose presence might call for vast-
lv increased public expenditures. Although this
can be characterized as fiscally rational behavior,
it is adverse to general social interest. The “game”
is won by the town which gets the high value, low-
service-requiring business or industrial invest-

ment, and manages to deflect population growth
into other areas.

Residential Investment

The isolation of the effect of taxes on residen-
tial location decisions is extremely diflicult. So
many factors enter into housing decisions that
real property taxation may not be a primary con-
sideration, particularly with respect to home
ownership. As with industrial location decisions,
however, property taxation may be an important
determinant in choosing to invest in otherwise
equivalent residential properties.

In an effort to analyze the influence of the prop-
erty tax on residential investment, a simple model
designed to explain housing starts was developed
and estimated. The results are not put forward
as conclusive since there was insuflicient time to
explore other and more complex model specifica-
tions. MHowever, the results are suggestive and
the Commission helieves that they merit inclusion
here.

A simple correlation of the estimated effective
mill rate and aew housing units per capita for the
29 towns in the Hartford Region in 1970 indicates
that housing -construction was systematically
lower in the towns with the higher tax rates. This
is nnt conclusive evidence, but it suggests that
the property tax does influence housing invest-
nient.

As Charts A-2 through A-6 (pages 16 to 18)
show, the highest tax rates are found in the ma-
jor cities of the State. Even after assessment re-
form, tax rate differentials will work against
attracting residential investment in major cities.

The sensitivity of rental housing investment to
property tax rates is clearly evident. As the flight
of households to the suburbs continues, the laws
of supply and demand act to keep rents from in-
creasing as rapidly as taxes. As a result, the
property tax as a percentage of gross rental re-
ceipts has steadily increased. The prevailing in-
dustry view is that once property taxes reach
25% or more of gross rental receipts, new con-
struction ¢f rental heusing is severely inhibited.
This view is consistent with the Commission’s
analysis of rental housing in the Hartford area.
The Commission studied a sample of Hartford



Q

ERIC

Aruitoxt provided by Eic:

area apartments, Although the data do not con-
stitute o random sampling of Hartford apartment
properties, the Commission believes the data are
representative. This analysis generally indicates
that prior to 1968, taxes as a percentage of gross
rental collections were concentrated below 2277,
From 1968 on, the ratios were heavily concen-
trated above 22¢ with shifts upward in 1969,
1970, and 1971 to above 25¢/. Concurrent with
these tipward snifts in property taxes as a per-
cent of rent was a precipitous drop in housing
starts.

The coincidental rise in property taxes as a
share of apartment rent collections, and the drop
in the number of apartments started in Hartford
is not conclusive evidence of a simple direct re-
lationship. The availability of sites and mort-
gage money and changes in zoning laws and build-
ing codes among other things influence decisions
to invest. The data do permit, however, the hy-
pothesis that in Hartford, given present rent
levels and the dem=#ad and supply forces of real
estate, real property taxes higher than 224525
of gross revenue collections are an inhibitor to
new investment in rental housing.

The hypothesis is consistent with one expert’s
findings of investor attitudes in Hartford. Smith
asked 176 investors what they would do with
money received if they were to liqguidate their
real estate investments in Hartford in the near
future: 34% indicated they would like to in-
vest in real estate outside ITartford; only 99 in-
dicated a willingness to reinvest in Hartford real
estate; 109 did not respond; all others preferred
an alternative to real estate investment.2

A tvpical response of an investor unable to pass
o tax increaser to tenants is to try to reduce
maintenance amd repair costs. Deferred mainte-
nance over time i variably results in i property’s
physical detericravion and market position. Stern-
lieb found that landlords of tenement properties
are not knowledgeable about what kinds of re-
pairs and maintenance expenditures could be
made ‘without experiencing increases in assess-
ments.*  Smith discovered the same reaction
among investors in Hartford ™

Once the property tax rises above a certain
level of gross revenue collections, it becomes a
major factor in contributing to urban blight and
real eostate deterioration, Investors find them-
selves at the merey of interacting destructive
forces, such as the rising property tax, falling in-
come, accumulated maintenance and repair re-
quirements, possible tenant abuses, and building
code violations. The forces- interact to produce ¢
destructive eyvele which frequentiyv results in prop-
erty abandonment. Data are not available to in-
dicate the magnitude of abandonments in Con-
necticut, but it is known to be a rising problem.
A 1972 survey by the New Haven Redevelopment
Agency discovered at least 300 abandoned prop-
erties in New Haven.

It would not be fair to say that the real prop-
erty tax is the cause of blight, slums, and decay.
1t is, however, reasonable to state that the insensi-
tivity of the propertiy tax to property revenues
generated is a major factor in starting a destruc-
tive evele which produces blight, slums, and aban-
donments.

Relief from Property Tax Burdens and Attextion 1o the Special
Circumstances of Cities

‘Mhe distress of the cities and their inability to
cope with problems not of their own making have
persuaded the Commission to advocate a special
program of relief. Core cities cannot generate
revenues from property taxes sufficient to cope
with their burdens without raising property taxes
to an exorbitant level. The concern of the Com-
mission is to ease the property tax burden on par-
ticular taxpayers and to identify alternative
sources of revenue for cities. The relief program
for cities has as its specific purpose a reduction of
mill rates in cities, and not an increase in services.
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The program consists of two parts: (1) an in-
crease in block grants which are related to demo-
graphic and economi¢ conditions found primarily
in core cities; and (2) pavments to cities with
high concentrations of non-governmental tax-
exempt property.

Block Grants

In recognition of the special problems of cities,
the General Assembly enacted in 1969 a multi-
faceted system of block grants, called “property
tax relief grants” in the 1972 appropriation act.



Fivery city and town in the State reccives financial
abd under this program according to distribution
formulas which favor localities with speciai proh-
lems and burdens, The localities niy use this
money as they chooser it s, in effect, a State
revenue sharing program.

Section 8-159a of the Connecticut General Stat-
utes provides that each municipality be paid an
unrestricted grant-in-aid in an amount which
depends on its population, density, and number of
public housing rooms, Under Section 10-266k of
the General Statutes, a second block grant fund
is distributed according to the number of families
in the locality earning less than $4,000 per vear,
and the number of children receiving Aid to De-
npendent Children.

These grant programs have been funded at the
following levels:

8-15%9a 10-266k
FY 1969-71 87,000,000 $3,000,000
FY 1971-72 7,150,000 4,500,000
FY 1972.73 4,500,000 2,000,000

The block grant distribution formula has sev-
eral advantages. 1t is related to municipal costs
and needs. [t is based upon identifiable and ob-
jective economic and demographic data. These
data are also easily accessible, thus entailing mini-
mal administrative cost. The Commission rec-
ommends that additional funds be appropriated
for the block grant programs as part of a system
of aid to municipalities,

It is important to note that th - distribution
formulas are established by the statutes and ap-
ply on a percentage basis no matter how much
money is appropriated. Because of their demo-
graphic and economic conditions, the 5 major
cities of the State may be expected to receive half
of whatever amount is appropriated for these pro-
grams, (See Table A-10 for the percentages re-
ceived by these cities, and by other localities
which are due more than 1% of the funds under
either statute.) The Commission recommends the
continuation of existing block grant programs at
a funding level of an additional $35 million for each
program in FY 1974 and FY 1975, and an addi-
tional $15 million each in FY 1976 and thereafter.

Tax Relief on the Basis of Non-Governmental
Tax-Exempt Property

The Commission proposes State pavment to
municipalities to provide revenue which would
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otherwise be lost as a result of concentrations of
non-governmentat tax-exempt property. The Com-
mission recommends the creation of a State fund
of $10 million to be apportioned 1o municipalities
as reimbursement for revenue foregone due to
large concentrations of non-governmental tax-
exempt property.

Generally speaking, the larger cities are im-

TABLE A-10: Diuributions 1o Localities
Recciving More than 1% of Either 8:159a or

102660k Block Gramt Funds (1972)

8.159a 10.266k)
(7% of State Total) (75 of State Total)
Ansonia 1.1 7
Brideeport 119 10.3
Bristol 1.7 1.2
Panbury 1.5 1.6
Fast Hartford 2.5 1.3
Greenwich 1.2 8
Groton 4 1.6
Hamden 1.2 Y
Hartford 14.5 16.3
Manchester 1.3 1.1
Meriden 2.0 2.0
Milford 1.5 1.0
Middletown 1.0 1.2
New Britain 5.9 3.6
New Haven 10.7 128
New London 1.8 1.6
Norwalk 2.8 2.9
Norwich 1.3 1.8
Stamford 5.2 3.5
Stratford 1.8 8
Waterbury 5.1 5.6
West Hartford 1.7 8
West Haven 28 1.7

Souree: Calculated from data provided by Office of the

State Controller, and State Department of Edu-
cation.

pacted with heavier shares of tax-exempt proper-
ty than the smaller cities and towns, Partial reim-
bursement for tax-exempt property, while affect-
ing a wide spectrum of Connecticut’s cities and
towns, will benefit the larger cities most,

The reimbursement plan would operate as fol-
lows:
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1. The State is to set aside a sunt of money to
he divided amone the State's qualifying cities and
towns., The Commission recommends that £10
million be allocated for this purpose.

2. A city or town qualifies if its share of non-
governmental tax-exempl property as a percentage
of its total property assessments (gross grand
list) exceeds the average for all towns in the
State. and if its weighted non-governmental tax-
exempt property assessments {see 3 helow; total
850 million or more.

3. EFach qualifving town’s total of private tax-
exemt property assessments (at full value) is
weighted by a factor which is that town’s net
grand list per square mile. This density factor
indicates a general value of property in the towns
and thus approximates the relative revenues fore-
gone due to the presence of tax-exempt institu-
tions.

4. The fund is distvibuted according to each
town’s weighted exempt axsessments as a pereent
of the total of every qualifiving town’s exempt
assessments,

An example may help to illustrate the workings
of the plan. Suppose that statewide, private tax-
cgkempt property came to 109 of all property
assessments figmred at 10077 of market value.
Suppose further that Town X had an exempt
percentage of 1877, 5 perecentage points higher
than the State average. and that Town Y had an
exempt percentage of 145, Suppose further that:
(1) Town X has $200 million in exempt property
and Town Y has 8100 million; (2) only Towns X
and Y have exempt percentages greater than the
statewide average; and (35 Town X has a net
grand list per square mile of $1.5 million, while
Town Y's comparable figuye is $1.2 million.

Town X's exempt assessments would he weight-
ed by 1.5 and Town Y's exempt assessments would
carry the weight of 1.2, The reimbursement fund
would be allocated hetween the two towns accord-
ing to the following :

Town X: 1.5 x $200 million = $300 million

(weighted arsessments)
1.2 x $100 million = $120 million
(weighted assessments)
Total $120 million
Town X would receive $300 million
8420 million == 71.57 of the
fund, while Town Y would receive 28.5%.

Town Y:
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At present the allocation of the fund would be
ta the following towns:

Percentage Shares for Cities Qualifying for
Tax Relief Based on Non-Governmental Tax-
Exempt Property
Iartford
New lHaven

3313
30.56%

Bridgeport 15,05

Neow London 6.037¢
Waterbury 3.39%
Norwich 0.52
New Britain 4.1477
Fairfield 3.05
Middletown 1.05¢
Greenwich 279
100°¢

Summary

The Commission recommends that two pro-
grams contributing tax relief fo the cities be
either expanded or established:

1. Continuance of Sections 8-1539a and 10-266k of
the Connecticut General Statutes at a funding
level of an additional $5 million for each Sec-
tion in ¥Y 71 and FY 75, and an additional
$15 million each in IY '76 and thereafter. The
reason for the proposed increase in FY 76 is
to help offsetl the effects of the Commission’s
recommendation that State reimbursement for
{axes on inventories be repealed as of that

year.

2, Creation of a State fund of $10 million to he
apportioned to municipalities as reimburse-
ment for revenue foregone due to large con-
centrations of non-governmental tax-exempt
property.

For an analysis of the impact of these recom-
mendatiens on major Connecticut localities, see
Table A-9. This table shows the extent to which
the aid to cities program would assist those muni-
cipalities most affected by the proposed repeal of
personal property taxes and of the inventory tax
reimbursement program. Immediately, the Com-
mission expects that the aid to cities nrogram will
permit a reduction in the mill rates. In the long
term the Commission believes its total program
will provide for a continued reduction in property
taxes in these and other cities in the State.



Coaclusion

A summary of the impact of the Commission's pro.ram related to the
property tax and local revenues may he found, in Volume I, page 83,

and Volume 11, page 6.
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Introduction

Public elementary and secondary education is
the single largest government service supported
by the taxpiyvers of Connecticut. I 1970-71. our
169 towns spent 8758 million on their publie
schools ($1140 per pupil average for 665,000
students). Of the total amount spent, the largest
portion was paised locally by the towns — $485
mition o G17¢ — while $253 million (3377)
came from the State hudget and $20 millon
(2.67:) was received from the Federal Govern-
ment. Overall, the towns spent two-thirds of all
local property tax revenues on education. The

State government spent approximately 319 of
the General Fund budget for education.
Local funds for education come from one

source: the local property tax. The towns of
Connecticut levy a property tax equal to an aver-
agre of just over $200 per year for every person
in the State; this tax on residential and bhusiness
property is the primary means of supporting the
public schools, and two-thirds of the $723 million
raised by the property tax in 1970 went to
education.

Tn examining tures, therefore, the Commission
fownd that, in large part. the property tar is the
sehool tar. To consider the fundamental prob-
lems and inequities of . the property tax, it be-
comes necessary to look at public sehool finance
and the property tax as a single svstem, The
ahility of a town to raise funds for education, on
the one hund, determines its ability to spend on
education; on the other hand, ability to raise
funds from the local property tax reflects com-
munity wealth, Thus, community wealth is closely
related o educational expenditure through the
property tax. It is this velationship, and its

implications, that the Commission had to face as

it addressed the issues of school finance reform.

Findings and Conclusions

The Commission finds that, while the property
tax is an appropriate source of revenue for public
elementary and secondary education, the current
system of financing public schools by local prop-
erty taxes is harmful and inadequate in six
respects;
1. The Public School Finance System is

Inequitable:

Persons of equal financial status — with equal
incomes and houses of equal value — pay mark-
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edly ditferent property tax bhills, varying by as
much as 10077, and those who pay the most are
often those whose towns are able to spend the
least on the public school system. Two families
owning $30,000 homes may pay as much as $1200,
or as little as $500, in local property tax: and the
family paving several hundred dollars per year
is likelv to receive nothing more (and perhaps
less) for its money.

2 The Public Schaool Finasiee Systent (s
Tuhervently Unequal:

The current public school finance systen severe-
Iv impairs our public sehnol system, preventing
equal opportunity being achieved for the many
towns unable to spend anywhere near as nmuch
as some other towns in the State. For example,
5 towns spend an average of over $1,200 per pupil
on net current expenses alone while 5 towns at
the other end of the scale are able to spend less
than $600 per pupil. Yet it is impossible for the
lower expenditure towns to catch wp to the higher
expenditure towns inasmuch as those same 5 low
expenditure towns are already taxed at rates
507 higher than the same 5 high expenditure
towns spending more than twice as much.

3. The Public School Finance System hes an im-
paet on Comnuaities which affects the Quality
of Education.

The publie school finance system distorts com-
munity dervelopnient patterns, sorting and segre-
wating suburbanities, as well as inner-city resi-
dents, hy economic group. Such rvesidential
patterns limit the effectiveness of many or all
public schools by taking away the opportunity
of students from different socio-cconomic groups
to learn from their peers of other socio-economic
backgrounds. We are coming to a point where
more aflluent persons tend to live in towns popu-
lated by equally afiluent persons and no others,
poor persons inh towns with none but the poor,
and middle-income persons with none but other
middle-income persons. That means few students
mix with persons of different background, and
the poverty of aspiration and experience created
in our schools is damaging to everyone, regard-
less of race, income, or family background.

4. The Public School Finance System May Be
Unconstitutional:

The public school finance system has been held
unconstitutional under pending decisions not as
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vet reviewed by the U.S. Supreme Court: and it
may be found unconstitutional mnder decisions
to be made by the U.S. Supreme Court, and bind-
ing on Connesticitt, in the near future. Under
decisions made by State and Federal courts in
Texas and California, school finance systems
clusely resembling Comectient’s were held un-
constitutional, Those courts found that children
in some towns were denied equal protection of
the law when local property tax financing made
it impossible for their schools to spend nearly as
much as other school systems at tax rates equal
to or even higher than the tax rates of those
towns.  And, even under existing Connecticut
laws, the existing finance system which prevents
equal opportunity is contrary to State poliey as
expressed in Section 10-1a, General Statutes,
passed  under State Constitutional  authority,
which states that “the edueational interest of the
State shall include . . . that each c¢hild shall have
.. . equal opportunity to receive a suitable pro-
gram of educational experience,”

-

. Publie School Finanee Diequities Are Decom-
ing Greater:

Because wealthier residents tend to move to
towns where property tax rates are lower while
less fortunate families cannot afford to follow,
and husiness firms alse tend to choose the towns
with Tow tax rates, the low tax rate towns spend
more and more with little or no tax increase
while other towns keep raising taxes just to keep
even, School expenditures in some towns keep
growing by 850 and $100 per year — while other
towns, many as low as $500 to $600 per pupil,
struggle to increase by even $25 to $30. And
econontic segregiution is becoming markedly worse
among high, middle, and low income families.

G. Thw Piblic School Finanee System ieludes
No Effective Mechanism for Providing Speeial
Educational Efforts to Achiere Equal Oppar-
tunity for Many Children:

In towns with large numbers of children need-
ing special programs — because of mental or
emotional handicaps, home environment, o» sim-
ply individual difficulties as reflected in achieve-
ment measures — there is far too little outside
aid. IExisting State programs do not automati-
cally provide suflicient funds for many special
educational needs. Many existing programs are
small, variable, and limited to only some of those
children in need of special educational effort, For
the town with a large number of children needing

specizl help, neither the current system nor a
simple equalization scheme would provide the
funds for programs sorely needed if equal edu-
cational opportunity is to be more than an empty
slogan.,

Lest the above findings lead to the conclusion
that we have failed in our public school system.
the Commission must emphasize that there is
much that is right with our schools. The Com-
mission sought to examine taxes and did not-deal
with educational quality in depth: yet we know
that Connecticut boasts some of the finest public
school systems in the nation. Fven as we focus
on in¢quality due to the inability of some school
systems to raise and spend on a level anyvwhere
near the more fortunate districts, many extra-
ordinary individuals and imaginative approaches
bring high quality education even where expendi-
trres are low. Qus local selool systems hold prom-
ise and opportunity. as well as «a solid record of
acliiterement. which convinee the Commission that
loeal operation and decision-maling are important
aspects of o educational sustem,

But this report is not intended to praise what
is right or satisfactory. The Commission was
charged with the responsibility of finding and
documentiing the problems of our property tax
and school finance svstem, then proposing neces-
sary changes. In the following pages, the Com-
mission reports its findings and the facts upon

“which conclusions were based, turning then to

the question of what must be done. It is impor-
tant to keep in mind the great deal which deserves
praise without ignoring the call for help which
the Commission has heard, There is a job to be
done, significant changes to be made, and the
agenda for action is urgent if we are to preserve
the benefits of the good already accomplished.

Weighing the serious problems inherent in the
current school finance system, and keeping in
mind those qualities which we prize in our eurrent
school systeni, the Commission reviewed many
alternatives in seeking the best possible response
to Connecticut’s particular needs, Although many
states appear to be leaning toward full state
assumption of eduecational costs, the Commission
put heavy emphasis on local responsibility and
diversity, and careful study indicated that a
local option system in Connecticut could serve
that end even while solving the problems of the
existing school finance system.

For these reasons, therefore, the Commission
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recommends o detailed program to install a new
local option system of schoo} finance by the prop.
erty tax. The system proposed would permit all
towns to continue to choose their own property
tax rates and school expenditurve leve!l while at
the same time it would (1) enable thuse tuwns
with tax rates far above the State average to sub-
stantially reduce property tax rates for school
finance and permit those towns now spending
much less than the State average to raise sub-
stantially more funds for education; and (2)
achieve, in time, equal opportunity in all towns
for school financing by making the relationship
bhetween school tax rates and school funds substan-
tinly the same in all towns. This new system

would be phased in over time by using increases in
property tax revenues at current mill rates for
equalization; that device insures that no town in
the State need inerease school tax rates to main-
tain current spending levels with, in fact, a
modest increase each vear. Further, a bonus is
granted each town for certain groups of children
who need special educational attention in order te
assure that an auvtomatic mechanism makes suflic-
ient funds available to school districts with larger
numbers of children who require costly extra
services. Finally, the Commission recommends,
the use of 820 million per year from the. General
Fund to assure that the goals of the new system
are substantially achieved within 10 yeavs,

Hislory of School Financing in Connecticut

The early settlers of Connecticut towns indi-
ated a strong desive to establish schools that

would enable the citizens to read and interpret

the Bible. A serious intewvest in education is evi-
dent from the early records of these settlements
and codes of the colony, which mandated the
establishment of schools for the citizens of the
towns.

The Connecticut Colony code adopted in 1650
required that each town with 50 families estab-
lish a school with one member of that town
designated to instruct the students. New Ilaven
Colony enacted its code in 1655. Both codes were
in effect for approximately 150 years. The mini-
mum number of families in each town requiring
a school was later reduced from 50 to 30.!

The Connecticnt Colony code also authorized
cach town with 100 families to set up a “grammar
school” in order to provide students with enough
education to enter the university.? Teachers for
these schools were paid through town taxes or
tuition charges. Then in 1690 the General Assem-
bly made grammar schools public institutions andl
provided that the State pay one-half the teachers’
salaries.?

In 1700 the State declared a local tax of 40
shillings for each thousand pounds of property
that was declared taxable.?

Fram the sale of the lands which are now towns
in western Connecticut, the State in 1733 estab-
lished a school fund, probably the first permanent
school fund in America,® with the proceeds from
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land sales going toward the schools. As new towns
ame into being and wanted to share in the funds,
the money available from this source became
inadequate.

As a result of the Queen Anne’s War and the
French and Indian War, the tax for schools was
decreased in 1748 from 40 shillings to 10 shillings.
The tax was raised back to 40 shillings in 1767.%

Additional funds became available w hen in 1795
Connecticut sold the “Western Reserve,” a portion
of the western land then still owned by Connecti-
cut under the charter given by Charles 11 in 1662,
This fund had grown to more than $2,000,000 by
1823, providing the main support for public
schools for over half a century and almost the
entire support from 1821 to 1854.7

This period of early Connecticut experiment
with full State funding of education produced
(according to Ames) “carelessness and indiffer-
ence in all matters pertaining to education.”®

Connecticut's standards of education at the end
of the 1700’s included the following:

1. Al children should be given an opportunity
to learn to read.

2, Schools should be maintained for six months
in towns with 30 families.

3. Schools should be supported jointly by the
town and parents — through local property
taxes and by rate bills or tuition charges to
the parents.®
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The Constitution of 1818 ended any remaining
control of the church over schools and included the
provisions of Article 8 which are today the only
sections of the State Constitution relating to
education. )

I 1818 the schonls were under the direction
of “school socioties” which were an outgrowth of
the carly ceclesiastical societies, The school so-
ciety was a geographical area comprised of either
a4 town, several towns, or a part of a town. In
the latter part of the 18th century the school
societies were given authority to divide inte
school distriets which were declared in 1839 to
be “bodies corporate” with almost, complete
authority over the schools, including the right to
tax the property and polls within the district for
the support of the schools.

In 1854 the school tax was restored and cach
town required to raise a sum equal to one cent
on the dollar of its grand list, the amount to he
distributed to the several school socicties of the
town. (The proceeds of the fund were first dis-
tributed on the basis of the number of children
Letween four and sixteen vears of age.)

In 1836 school societies weve abolished and the
towns took over the management of the public
schools, The required tax that was to be levied
hy each town on the grand list was gradually
increased with changing educational requirements
until 18G9 when the towns were required not to
levy a certain mill rate, but rather to levy a tax
that would provide the requived revenue to main-
tain thirty weelks of school.

Acts passed in 1865 and 18G6 by the General
Assembly provided for the consolidation of school
districts and control of schools by the town under
a board of educators or town school committee.

In 1871, for the first time, funds were taken
from the State's General Fund and made available
to the schools, The first State grant was 50 cents
per child, 4 to 16 years of age.?

In 1897 income from the School Fund was paid
directly into the State’s General Fund and there-
after the School Fund ceased to be a factor in
school finance,

Connecticut’s first effort at equalization came
in 1903, when the grant to the town was made on
the basis of ability and effort as indicated by
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local property valuation and tax levies. Towns
having less than $500.000 valyation and collecting
a four mill school tax received a supplementary
State grant to insure $25 per pupil expenditure
for teachers’ salaries. This plan was modified in
1911, but in 1917 the mandatory local school tax
was abandoned and Stale pavments were made
strietly on the basis of student attendance,

From 1917 to 19147 the State grants were based
upon classifications designed to give more assis-
tance to small towns. In 19147 a new system based
upor a per pupil sliding seale was established”
requiring towns Lnlprm'idc 4 minimnm program.

in order to qualify. The sliding seale formula was

constantly adjusted by the lLegislature under a
syvstem designed to pay higher amounts for the
first 100 pupils and decreasing amounts there-
after.

The minimum program was discontinued after
1963, and towns were no longer required to spend
a certain sum for each pupil in order to qualify
for theiv full portion of state aid."

Our current financing system, discussed in more
detail below, derives approximately one-thivd of
the cost of current education from the State,
mainly in the form of flal per student grants,
some in special educational grants, categorical
grants, and a progiram for disadvantaged children
(SADC). The halance of the needed revenue is
raised by the local property tax.

While generally relving mainly on the property
tax levied at the local level to finance public
education, Connecticut has at one time or another
tried some variant of many possible aiternatives
currently being considered, including full. State
funding and a limited cqualization program with
pavment from general funds supplementing the
cfforts of the towns. Whatever the problems and
inequities of wur present svstem our history
demonstrates flexibility and adapiability in meet-
ing the demands of changing ed.icational concepts
and needs. Our current syster: is not the only
way to finance education — as our own State
history shows — and our experience demon-
strates the willingness of our State to change our
system when and if the structure needs reform.
Our tradition is concern for education, but we are
not bound by any single approach.



Constitutional Issues - Recent Court Decisions
‘and the Connecticut Constitutlion

Connecticut has one of the oldest school sys-
tems in the country, and a long history of pro-
grants directed toward providing a free quality
education in the public schools, Although nunier-
ous types of fnance programs have been tried,
Connecticut now relies mainly on the property
tax levied by the towns to raise the bulk of the
revenue needed to finance its public school sys-
tem.
method of local property taxes as the main source
of school support, with state aid programs of
various types added to local resources.

Cases have been filed in many State and Federal
courts raising the question of whether these exist-
ing systems of financing public schools are legal
and equitable. A discussion of the issues raised
in two of these cases provides a useful background
for an examination of our own system of school
finance here i Connecticut.

The Rodriguez Decision in Texas

The U.S. Supreme Court will consider in the
coming termy Demetrio P. Rodriguez et al. v.
San Antonio Independent School District ct «l.?
decided by a special three-judge panel of the
United District Court for the Western District
of Texas in December of 1971. It was held in this
District Court decision that the current system
of financing public education in Texas discrimi-
nates on the basis of wealth by permitting citizens
of aflluent districts to provide a higher quality
education for their children, while paying lower
taxes. The court found that this diserimination
was a denial of equal protection of the laws under
the Fourteenth Amendment of the U.S. Constitu-
tion by operation of the Texas constitution and
those sections of the Texas Education Code relat-
ing to the financing of education.

Approximately 10% of the overall public school
expenditure in Texas is contributed by the Fed-
eral government. The remaining revenue needed
to operate the schools comes from two State
funds, “The Available School Fund” ($296 million
allocated on a per student basis as determined by
average daily attendance) and a minimum foun-
dation program (in excess of one billion dollars,
financed 80% from State revenues and the balance
apportioned to the individual school districts).

All but one of the states use a similar
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The local school districts rely upon local property
taxes to provide their share of the mininiunm foun-
dation program, debt service for capital expendi-
tures, and to finance all other expenditures above
the State minimum.

The Texas Federal court found that under this
system, in which education is a “function of the
property tax,” there were districts with property
value per pupil in excess of $100,000 and poorer
districts with less than $10,000 per pupil, repre-
senting an equalized tax rate (tax per $100 of
property value) for the “rich” districts of 31
cents and 70 cents for the “poor” districts. Futher-
mote, the low rates for the rich districts yielded
$585 per pupil while the high rate for the poor
districts yvielded only $60 per pupil. The rich
districts have the highest median family income
and the lowest percentage of minority children,
while the poor property districts are poor in in-
come and predominantly minority in composition.

The court found that the classification system
emploved in Texas involved a “fundamental inter-
est” (education) and was based upon wealth, and
found no compelling state interest to justify such
classification.

Having found that the current system of financ-
ing discriminates on the basis of wealth by per-

" mitting citizens of affluent districts to provide a

higher quality of education while paying lower
taxes, the court left it to the defendants and the
state legislature to devise a new form of financing
public education which does not make the quality
of public education a function of wealth other
than the wealth of the state as a whole. The
mandatory injunction was._ stayed for two years
in order to provide an opportunity to comply with
the court’s order. The court retained jurisdiction
over the case.

The Serrano Deeision In California

The Rodriguez decision was handed down only
a few months after Serrano v. Priest,® a 6-1
decision of the California Supreme Court. In this
case, too, there was a finding that the state (Cali-
fornia). method of financing public school educa-
tion was in violation of the equal protection clause
of the U.S. Constitution.

In examining the public school financing sys-
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tem of the state, the cowrt noted that by far the
major source of revenue is the local property tax.
The amount that can be raised is dependent upon
the tax base — the assessed valuation of the prop-
erty within a district. An example of the range
within the State in a given year was the assessed
aluation per unit of average daily attendance of
elementary school children ranging from a low
of $103 to a peak of $952,156, a ratio of 1 to
10,000. This range of assessed valuation, together
with the willingness of particular schocl district
residents to tax themselves, determined the
amount available from locally raised funds, the
main source of'revenue in that state. The inequity,
however, again came in the fact that some dis-
tricts taxed at far higher rates yet ztill fell far
below in funds available for education.

The State of California contributes aid to the
districts in the form of “basic state aid”’, a flat
grant per pupil, plus “equalization aid” and “sup-
plemental aid.”” The court found that although
the latter two programs “tempered the disparity
which results from the vast varviations in real
property values, there remained wide differentials
in the revenue available to individual districts,
and consequently in the level of education expen-
diture.’’t

The main thrust of the plaintiff’s argument was
that the California public school financing scheme
violates the equal protection clause of the 14th
Amendment of the U.S. Constitution. In other
cases, the U.S. Supreme Court has upheld legis-
lative classification if a statute bears some ra-
tional relationship to a conceivable state purpose,
subject to two main exceptions to this general
rule: : -

“In cases involving ‘suspect classifications’ or
touching on ‘fundamental interests’ the court has
adopted an attitude of active and critical analysis,
subjecting the classification to strvict scrutiny.”®
In these cases the State has the burden of show-
ing not only that it has a compelling interest
which justifies the law, but that the distinctions
drawn by the law are necessary to further its pur-
pose.

The California court, after a lengthy analysis,

" found that the California school financing system

classifies on the basis of wealth of a district and
its residents (wealth being one of the suspect
classifications under a funding scheme mandated
in every detail by the California constitution and
statutes.’® The court found also that the Cali-
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fornia fiscal svstem has a direct and significant
impact upon a fundamental interest, namely edu-
cation. Finally, in applying the strict serutiny
standard, the cowrt found that the financing sys-
tem as presently constituted is not necessary to
the attainment of any compelling state interest.

The court in reaching its decision stated, “By
our holding today we further the cherished idea
of American education that in a democratic
society free public schools shall make available to
all children equally the abundant gifts and learn-
ing.”t7

Judicial Basis for School Finance Reform

An important point in both Serrano and Rodiri-
guer is the chavacterization of cducation as a
fundamental state interest. The two courts re-
gard the rule that wealth classifications are ilegal
as applicable only to fundamental state interests,
and both opinions refer to the long history of
judicial expression which has distinguished edu-
cation from other government services. 'This qual-
itv—repeated court treatment of education as dif-
ferent than other government services—began
with Brown v. Board of Educetion (1954) 347
U.S. 483. The Serrano and Rodriguez courts each
quoted a unanimous U.S. Supreme Court in
2rown.:

“Today, education is perhaps the most im-
portant function of state and local govern-
ments. . .. In these days, it is doubtful that any
child may reasonably be expected to succeed in,
life it he is denied the opportunity of an edu-
cation. Such an opportunity, where the state
has undertaken to provide it, is a right which
must be made available to all on equal terms.”"®

This kind of treatment for public schools in the
courts led the Serrano panel to classify education
with voting rights and criminal rights as funda-
mental interests not to be subjected to wealth dis-
erimination (except in the case of a compelling -
state interest); the Rodrigunez court also applied
the description “fundamental state interest” in a
shorter discussion. In both cases, education was
singled out from other government services where
no such court history has heen established. This
is the point which distinguishes cases involving
unequal schools from cases which might complain
about unequal sewers, road paving, or local gov-
ernment services which the courts have never
considered essential or fundamental interests of
the state as in education,

Both Serrane and Rodriguez distinguish
McInnis v. Shapiro, 293 F. Supp. 327, (aff’d, mem.
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sub. nom. 391 U.S. 322), the only important pre-
vious case in which the U.S, Supreme Court has
addressed the issues of school finance. In Melunis,
the Supreme Court refused to hear a complaint
concerned with alleged school finance inequity
which turned on issues of appropriate spending
levels. But Lodriguez articulated the difference
in recent cases: '

“I'The] plaintiffs have not advocated that
educational expenditures be equal for each
child. Rather they have recommended the ap-
plication of the: principle of ‘fiscal neutrality.
Briefly summarized, this standard requires that
the quality of public education may not be a
function of wealth, other than the wealth of
the state as a whole.”®¥

In light of the new issues posed to the U.S. Su-
preme Court by these decisions, it appears likely
that the nation’s highest court will, at the very
least, rule on the merits of this newly-raised legal
problem, In the event the decision is aflirmed, it
would outlaw the existing school finance systems
in two major states, and most syvastems in use
throughout the nation, nearly all of which are
simjlar in concept and effect.

Other Developments in School Finance
Reform

The Serrano and Rodriguez cases have had a
tremendous impact throughout the country, Simi-
lar suits are now pending in at least 37 states,
including Connecticut. Three recent studies of
Stute taxation as it affects public school education
have commeried upon the courts’ findings in
Serrano and related cases in presenting proposals
for reform.

The New Jersey Tax Policy Committee Repoit’s
recommendations, while first developed prior to,
and independent of, all recent judicial decisions,
referred to Serrano in its report and concluded
that:

“Equality of educational opportu=iiv under

state and federal constitutions as j:2:wently in-

terpreted by the courts involves tw. separate
issues. (1) The equality of property tax burden
to provide financial support for the state re-
sponsihility in education now required by the

weight of avthority of those Courts which have -

passed on the issue. (2) Such equality of edu-
cational opportunity as may be implied in equal
expenditures per pupil. This has not yet been
recognized by the courts as a statutory require-
ment, so long as the funds provided by the state
support a ‘thorough and efficient’ education, and
the constitutionality of permitting any expen-
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ditures above that level in the discretion of the
~local school board has not yet been determined.”

(Page 39 of Report 3).

The New York State Commission on the Qual-
ity, Cost and Financing of Elementary and Sec-
oncdary  ISducation, at a note in its report (page
2.2), states that the Serrano decision ‘‘seems
likely to be of landmark significance” in the tenta-
tive conclusion that “the states’ system of public
school finance denies children the equal protec-
tion guaranteed under the Fourteenth Amend-
ment, hecause it produces substantial disparities
among school districts in the amount of revenue
available for education.” \While pointing out that
the decision .has no immediate legal impact out-
side California, “if its analysis is substantially
correct, the public school finance systems in the
great preponderance of states, including New
York, are unconstitutional as well.”

A stafl report to the California Senate, entitled
“Tinal Report to the Senate Select Committee on
School District Finance,” devotes a chapter to the
issues raised by the Serrano decision, the legal
principles involved, and the alternative methods
of finance available to a state in responding to
Serrano.

There has also been some critical comment on
the Serrano decision and some of its underlving
assumptions.® The most obvious such assumption
is that there is a proven relationship between
financial input and educational output, a subject
we have treated below. Whatever the legal merits,
however, the wrongs are evident and a tide of
reform has begun. Quite possibly the U. S. Su-
preme Court will require changes by its decision
on Rodriguez (expected in the spring of 1973).
Whether or not that happens, however, the lower
court decisions have highlighted the need for
action.

Recommendations from the above studies and
most others to date have suggested reliance on a
reformed property tax for school finance, at least
in lavge part. In formulating such programs, the
studies . emphasize what Serrano does not require.
First, the property tax is not aholished, nor is a
“local” tax necessarily prohibits » uniform
state-wide property tax for scho another
purpose would be perfectly acceptuiie, or a local
property tax could be approved if the tax system
were restructured to give all localitiss equal fund-
raising capability, rather than permitting curreni
variation in result due to local wealth. Second,
the court cases do not require equality of expen-



diture; the states must assure all communities
cqual fund-raising opportunity, but local choice
in the context of equal ability to raise funds is not
prohibited. Thirdly, the courts have not deter-
mined that equal opportunity be achieved imme-
diately, nor that absolute equality of spending op-
portunity need apply in every case: the Serrano
court recognized that the Constitutional standard
must be weighed against any “compelling stite
interest” in view of the specific facts in any par-
ticular state. Although the California court found
no state interest to justify the current inequalities
in the California system, the California court did
not, and other courts are not likely to, deny that
a state may tolerate inequality for a period if it
has installed a system bringing equality by stages
over some reasonable period of time, nor that a
stiate may permit some, variation in opportunity
to spend on schools for the sake of a particular
stite interest, such as a desire to aid particular
categories of children (e.r., handicapped, disad-
vantaged or others) or fairness where cost of
living or other factors differ across the state.

Legal Issues of Commecticut School Finanee

Jefore examining the issue of whether the
Connectieut school finance system is as inequitable
as the systems held unconstitutional in California
and Texas, a short review of certain legal aspects
of the Connecticut educational structure is in
order. Connecticut has not only recognized ele-
mentary and secondary education as an “essential
state interest” by State Constitutivnal emphasis,
but the Connecticvt legislature has rurther inter-
preted and applied this mandate by statute which
decrees that every child should have an “equal
opportunity to receive a suitable program of edu-
-ational experience.”

The Connecticut Constitution provides in Ar-
ticle 8, Section 1, treating matters that pertain to
education, that:

“There shall always be free public elementary
and secondary schools in the State. The Gen-
eral Assembly shall implement this principle by
appropriate legislation.”
This Constitutional provision parallels other
State Constitutional wording that virtually all
states have kept in some similar form ever since
their first constitution. It is on this basis that
the courts have recognized education as an “essen-
tial state interest” (which is a key point in the
analysis that the present system of school finance
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is unconstitutional). The provision provides the
otticial basis for treatment of public education as
a very special and unique concern.

A recent enactment in a long history of legis-
lation adopted by the General Assembly on the
subjject of education ties the above constitutional
provisions to another constitutional principle in a
further enunciation of the educational interests
of the State. Article I, Section I, proclaims that,
“AH men when they form a social compact, are
cqual in right.” Section 10-1a, General Statutes
of Connecticut, 1958 Revision (1969 Public Act
No. 690, Seetion 1) provides in part that:

“The educatinnal .interests of the State shall

include, but not be limited to, the concern of

the State (1) that each child shall have for the
period prescribed in the General Statules equal
opportunity to receive a suitable program of
educational experience (2) that each school dis-
trict shall finance at-a reasonable level an edu-
ational program designed to achieve this end.”
The Legislature, then, has decreed that: (1) ach
child shall have an equal opportunity to receive a
suitable program of educational experience, and
(2) each school district shall finance and devise
an educational program designed to achieve this
end. Put another way, the State has mandated
that equal educational opportunity is to he pro-
vided for each child of the State and that this is

to be achieved through programs devised and

financed by the separate school districts.

Whether a “suitable program” of school financ-
ing can be provided is in part determined by the
“wealth” available to support and finance such a
program. Under our present system of school
financing, in which revenue is mainly raised by a
tax levied on the property base of the town, it is
apparent that the greater the disparity between
the wealth of school districts the more diificult it
will be for some towns to maet the ‘“equal oppoxr-
tunity” requirement for its children. Indeed, if a
certain minimum level of expenditure is necessary
to provide a “suitable program of educational ex-
perience,” it may be impossible for some towns
to carry out such a mandate under the present
system of financing schools. Detailed analysis of
wealth differentials among towns will follow later
in this part. The point to remember here is that
national cowrt decisions (when related to our own
State Constitutional mandate) «ard the Connecti-
cut Constitution itself, as interpreted by legisla-
tive statement, require equal opportunity through-
out the State.
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Public School Finance in Connecticut Today

Financing of public school education in Con-
necticut is shared, albeit in highly unequal pro-
portions, by the three levels of government: local,
state, and federal. This combined effort resulted
in a total expenditure of $757,987,172 during the
school year 1970-71 for our public elementary and
secondary school systems.

Total Net Current Fxpenses (Operating Ex-
penses), which accounted for the greatest portion
of the total, equalled $5394,014,517. The remaining
amount of $163,972,655 was used for the purpose
of Debt Service (prineipal and interest on bonds
and notes for school building construction),
Equipment and Transportation. Net Current Jox-
penditures are usually cited as the fairest basis
for comparing districts and as the best financial
measure of educational resources available.

Net Current Expenditures have grown rapidly,
from approximately $183 million in 1960-61 to
$594 million ten years later. In part, this 3007
increase was due to a growing school enrollment
(over J077) but per pupil costs also rose from
$381 to $894 in 10 vears. The taxpayers and
parents of Connecticut have sought better educa-
tion, which is a universal trend in our time and
in a society where increasing aflluence permits us
to invest more in education, and the funds have
heen raised for this purpose.

Table B-1 shows the contributions of Federal,
State and local governments to Net Current Ex-
pense items over the past 30 years. An inspection
of the table indicates that local government has
contributed hy far the greatest share of the dol-
lars for education, vith State funds a somewhat
distant second. Only in recent years (after 1953)
has the Federal sector begun to aid the public
school system with money for special programs.
Fwven in 1971, Federal funds accounted for only
3.29¢ of Net Current Expenses, and much of that
money was, as will be seen, earmar’ied for special
programs and uses in response to particular na-
tional problems and goals.

Chart B-1 presents the breakdown of total
expenses (both operating expenditures and capi-
tal and transportation costs) for the school vear
1970-71, by source.®

Local Funds

Local governments in Connecticut rely almost
exclusively upon the property tax as the means
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CHART B-1: School l",.\‘pvt‘ulilm-c-s by Sonree.
1970.71

local

Total
Source .. Expenses G of Total
Local  $185,371,011 64.0%%
State 252,970,802 23,40
Federal 19,642,359 2.6%0
Total $757,987,172 100.0¢7

of taxing its citizenry. This is because local gov-
ernments are generally unable to impose other
taxes to gene'l'ate meaningful sums of revenue. In
1970, all but $5.1 million of the $728.2 million re-
ceived from local taxes was derived from the
property tax.*

Table B-2 depicts by major category the dollar
expenditure and revenue totals of Connecticut
local governments for the years 1961, 1965, and
1970, with percentage increases for those periods.
In 1970 the property tax accounted for 65.4%¢ of
total General Revenue. The halance was received
by towns from miscellaneous charges and rev-
enues of other government agencies. For the same
vear total school expenditures accounted for

-46.65¢ of total General Revenues,
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TABLE B-2: Summary of Connecticut Local Government Expenditures and Revenues.

1961-50
(In Milliony)
1961 1963 1961.65 195 1965.70 1961.70
TOTAL CENERAL EXPENDITURES 84237 $566.8 33.87¢ $ 983.0 73.1¢ 132,077
Education 1921 279.1 155 5153 81.6 168.3
Public Works & Parks 5T 61.6 18.1 106.5 61.9 91.7
Publie Safety 56.5H 62.7 11.0 982 56.6 738
Administration 33.3 13.7 31.2 83.9 952.0 152.0
All Other 87.1 116.7 34.0 179.1 53.5 105.6
TOTAL GENERAL REVENUE 84529  8625.6 38.17¢ $1,105.4 76.7C¢ 1144.17¢
Taxes 331.0 431.0 31.1 728.2 67.8 120.0
From Other Agencies:
State and Other 66.3 99.8 50.5 2242 1 23R8.2
Federal N8 27.0 175.5 41 5 318.4
Charges for Current Services
& Miscellaneous 4H.8 1.8 11.5 1120 728 1415

Souree:

Note:

Table B-3 presents school vverating totals (Net
Current Expenditures) for the 169 towns during
the school year 1970-71, ordered from highest to
lowest per pupil expenditure.

The average Net Current Expenditure per
pupil for the 169 towns in Connecticut during the
school year 1970-71 was $893.61. llowever, a wide
disparity exists between the towns at the top of
the list comipared to those at the bottom. The
top five towns of Darien, Westport, New Canaan,
Hartford, and Greenwich spent an average of
$1,289.73 in Net Current Expense per pupil which
was almost 214 times that spent by the five towns
at the bottom end of the list. These five towns
of North Stonington, Ashford, Canterbury, Sterl-
ing, and Griswold spent, on the average, $578.12
in Net Current Expense per pupil, approximately
657 of the State average.

State Government

State aid in support of public school education
is governed hy Title 10 of the Connecticut General
Statutes. Financial assistance to the 169 school
towns is provided by the State grant system, un-
der the supervision of the Department of Educa-
tion. Allocation of funds to towns for education
is directed in three particular areas: General Aid,
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Governmental Finanees, annual publication of U.S. Bureau of the Census.

Individual items may not add to totals due to rounding.

Funds for New Schools and Transportation, and
Special Aid.

General Aid (State Aid to Towns) is in the
form of a flat grant distributed to the towns
according to student enrollment (average daily
membership, o1 ADM) of the towns. In school
year 1970-71, this figure was $200 per student;
it has heen increased to $215 per student for
school year 1972-73. The flat grant represents
mere than half of all State assistance, and it is
widely recognized today that a State fint grant
does not grapple effectively with the problems of
unequal expenditure.

Funds for new school construction and trans-
portation is the second area in which the State
assists in public school financing. These grants
are made available urjder several programs to
assist school districts in new school building
projects and in meeting transportation expenses.
Half of school construction costs and half of
transportation expenditures are paid by the Stase
under this large programn. The purpose of the
grants, however, is not equalization, nor is that
the effect. These grants assist towns hit with
substantial need for new school facilities due to
population growth, as well as rural towns where
transportation costs are high. In terms of equali-



TABLE B-3: Towns Ranked Aceording to Per Pupil Expenses
(School Year 1970-71)

NET CURRENT EXPENSES
(Operating Fxpenses)

NET CURRENT EXPENSESR
{Operating Fxpenses)

NET CURRENT EXPENSER
(Operating Fxpenses)

Q
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Rank Town Amount R:unk Town Armount Kank Town Antount
1 Darien 21.468.68 AR Bethany RGTH 115 Coventry
2 Westport 101515 59 kast Granby SOR M 116 Somers
3 New Canaan 1,00k.27 60 urham® 117 Xufford
4 Hartford 1,184.09 Middletield* 1R Windsor Locks
H» Greenwich 1,176.47 62 Colebrook 119 Woodsteck
i Wilton 1.160.51 62 New Hartford 120 Harwinton
7 West Hartford 110,89 61 Deep River 121 Winchestey
B Canaan 1.1L42.85 65 Middlebury” 122 Tarringrton
9 Weston 1.12:5.05 Southbury* 123 New Fairtield
10 Sharon 1.097.00 67 Seotland RO 124 Hebron
11 New Haven 1.094.56 68 Cheshire RH0,90 125 Ansonia
12 Bridgewater* 1.000.71 69  RBethlehem” RO61 26 Watertoan
Roxbury” 1,090,741 Woodbury Ra6} 127 Meriden
Washington* 1.090.71 71 Hampton 128 {U'nion
15 Easton 1,070,723 T2 Glastonbury 129 Cromwell
16 Stamford 106718 T2 West Haven 130 Burlington
17 Fast Hartford 1.050.26 T4 Windsor 121 Salem
18 Hamden 10452 75 Windham 132 Muontville
19 North Haven 1,004,213 76 Suflield 155 Bristol
20 Redding 1,028,722 7T Simsbury 151 Derby
21 Bloomiield 1.022.98 78 Fast Windsor 135 Preston
22 Cornwall 1,020.97 79 Berlin 126 Killingly
2% New London 1.015,18 R0 Andover 137 Southington
24 Pairtield 1,001.98 1 Waterford 158 Fast Haven
25 Goshen” 999,91 82 Norfolk 139 RBrooklyn
Morris* 499,91 R4 sSeuth Windsor 110 Tolland
Warren* 999,91 81 Milford 141 Putnam TIHL0
28 Rocky Hill 996,422 RO Groton 142 Pomfret THH KRR
29  Farmington 982,76 K6 Chester 143 Bozrah TH1A2
30 Ridgefield 981,07 T Plainville 144 Thompson 699,24
31 Avon 975.92 ®& Fastford 145 Naugatuck B KT
42 Stratford 970,28 89 Portland R22R2 146 Ledvard 646,80
33 Litchiield 960.1R 90  Stonington L R22.42 117 Clinton GOH.1Y
34 Ken: 92176 91 Canton 820,54 148 Killingworth [ S RN
35 Newington 949,12 92 Guilford R20.51 149 ‘Thomaston HRIO6Y
36 Bethel 945,22 9:3  EKast Haddam 817.81 150 North Branford 68151
37 Essex 94:.9:4 941  RBrookfield R16.36 151 Franklin (70,97
48  Columbia 940.09 95 Bridgeport R14.23 152 Sprague 6HR.RT
39 Wethersfield 9382 96 Wallingford |12.89 15 Reymour 65777
40 North Canaan 912,61 47 New Milford RORRT 154 Shelton 6ht.29
41 Woodbridge 930,05 98 Dranford R017.26 155 FEnfield 652,27
42 Norwalk 929.16 99 Chaplin ROG85 156 Plymouth 651,49
43 Mansfeld 928.65 100 Monroe ROH.H2 157  lebanon GAR.H0
44 Lyn.e 920.86 101 New Britain 804.66 158 Oxford 647.75
45  Sherman 918.92 102 Vernon |0:1.134 154 Beacon Falls* 640,23
46  Danbury 211.09 13 Madison R00.66 Prospect* 640,23
47 Orange 96R,29 114 Fast Lyme 797.29 161 Voluntown 633,65
48  Salisbury 97,46 105 East Hampton T95.64 162 Wolcott 65207
49  Ellington 899,623 106 RBarkhamsted To3%.139 163 Plaintield 628.1R
50 Bolton 895.79 107  Granby T93.22 164  Lishon 624.17
51 Newtown 895.20 108 Hartland TI2.R85 165 North Stoningrton 623,16
52 0ld Saybrook 891.86 109 Willington 789.45 166 Ashford 616.23
53 Waterbury 8R7.14 110 Marlborough T78.56 167 Canterbury H5h7.70
54 Manchester 873.213 111 Westhrook 77785 168 Sterling HH5.50
55 Old Lyme T3.08 112 Norwich 776.17 169  Griswold 538.02
56 ‘I'rumbull 872,27 113  Colchester ’ TN
57 Middletown 868.7H 114 Haddam w28 State-wide Average 841361

Source: Loeal Publie School Erpenses and State Aid in Connecticut, Connecticut Public Expenditure Council, January,
*Regional school districts.

1972, pp. 30-31.

zation, there is no distinction made as to whether
a school wstrict receiving this aid is a high-
expenditure or low-expenditure town, and the
State often pays the most to the highest-expendi-
ture towns for expensive new schools.

Special Aid to Towns includes numerous cate-

gorical programs that are dependent upen par-
ticular need; the variety of these range from
programs for the disadvantaged and occupational
training programs to special training for the
handicapped and the gifted child as well. Re-
quirements for eligibility vary among these pro-



grams, as does Snancial assistance. About 1077
of the State aid total is accounted for by these
programs, Although many of these programs
serve some disadvantaged individuals, this is not
a large source of funds for the considerable extra
costs of educating many disadvantaged individ-
uals, and these programs do not permit much
equalization among the towns.

The breakdown of State aid figures* for public
school financing for the 1970-71 school year were:

Operating Expenses:

seneral aid 5207

$131,608,581

Special aid 25,217.275 10.07¢
New Schools and
Transportation: 96,144,916 38.0¢¢
Total State Aid
to Public Schools 252,970,802 100.07¢

Overall, existing State aid to local school sys-
tems is hoth substantial and well-designed for
particular purposes: general support, help for
growing towns, and incentives for many desirable
special programs. But these programs do not
meet the problems raised here. Existing pro-
grams should he continued or, at least, evaluated
on their own merits in light of their own purposes,
apart and separate frow the issues raised in these
pages.

Federal Aid

Participation by the Federal government in the
financing of public schools is relatively minor.

What’s

This section highlights what is basically wrong
with Connecticut’s system today: that the current
system is grossly unfair to our taxpayvers and
inherently unequat for our students. The funda-
mental inequity of financing a State public school
system by local property tax is that inequality of
property values by town forces many towns to
settle for low school expenditures, even while the
taxpayers of those same towns face some of the
liighest tax rates in the State.

This problem can be seen by comparing two
typical towns in Connecticut. Town A spends
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In the 1970-71 schoul year, Federal funds repre-
sented only 2.6 of total public school expenses
for the 169 towns. (Al of this aid is for operat-
ing expense, and the total represents 3.2¢ of
Net Current Expenses.)  Although, on the aver-
age, this figure is not very significant, it is worth-
while to mention that, taken as a percent of total
expenses, the range for the individaal towns was
congiderable. In ten towns no Federal participa-
tion was evident, white in the town of Groton
Federal assistance represented 2197 of total
expenses.

Federal aid to the towns in the form of grants
for particular programs is similar to special aid
programs by the State. That is, these programs
are designed for particular policy purposes other
than equalization and thev serve largely those
purposes ilone, with little or no equalization efTect.
These categorical grants, which number forty-five,
also include aid for higher education.®

At the present time there are additional funds
aceruing to the State and local governments from
revenue-sharing proposals bheing studied by Con-
gress. Some portion of whatever Connecticut re-
ceives could be used to meet public school finance-
ing. However, when compared to the total
expenditure of 3758 million in school year 1970-71,
these receipts will not drastically affect the
present financing picture. Lven the very large
amounts being suggested for new proposals dur-
ing the next Administration are not only unlikely
to materialize for at least sevzral years, but it is
very unlikely that such amounts would bring
equaltity or substantially alter current finance
patterns unless carefully dwesigned to do so.

Wrong With Our System Now?

81,000 per student from local property tax
revenues ard Town B spends $500 per student.

Both towns also receive $300 per student of State
and Federal aid, and hoth towns spend two-thirds
of their local property tax revenues on educition.

But Town A —enjoying high expenditure for
schools — imposes an adjusted tax rate of only
15 mills (on full current market value of all prop-
erty) while Town B faces a tax rate of 30 mills,
or twice as great, even to raise half as much for
education. In short, many towns can tax far less,
and spend much more; and those legs fortunate
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towns can never catch up in school expenditure
because taxes are already as high as homeowners
can tolerate.

The inequity of the system can he seen vividly
when two taxpayers of equal income, living in
similar homes of equal value, are compared,
family in Town A pays a property tax bill of 604
per year, or 15 mills on a 10,000 home, and thy
children attend excellent schools reflecting ea-
penditures of $1,300 per stucent. A family o/
cequal means in Town B payvs $1,200 per year in
property taxes, or twice as much, and vet their
children attend schools where only half as much
local money is available and, even with State aiq,
school expenditures are only $900 per student.

This dual irequity — a family can pay more
and get less for its ¢hildren — is the fundamental
issue of schodl finance, It has heen explained
above that such a system may be ruled illegal
by the U.S. Supreme Court, and that such in-
herent inequity violates the spirit of the Connecti-
cut Constitution and the laws which the legisla-
ture has passed under the State Constitution,
Those are good reasons to act. 1t will be explained

TABLE B-4:

20 Highest

Expenditure Net Current School  Effective School

_'_Ii()\\'l\'s ) !‘;_xp(-r_u_i_ijur(_-_(]9_7_0—!) Tax I{qt({‘(.\lills)
Darien $1,469 14.3
Westport 1,315 12.2
New Canaan 1,304 127
-Hartford 1,184 124
Greenwich 1,176 5.8
Wilton 1,161 16.3
West Hartford 1,140 12.6
Canaan 1,134 10.1
Weston 1,123 15.7
Sharon 1,097 129
New Haven 1,095 11,5
Bridgewater 1,091 12.9
Roxbury 1,091 9.2
Washington 1,091 13.1
Easton 1,071 12.6
Stamford 1,067 10.4
East Hartford 1,050 149
Hamden 1,043 12.0
North Haven 1,034 14.2
Redding 1,029 14.5
HIGH EXPENDITURE

AVERAGE $1,138 12.1

School Expenditures
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below that — even while schaool expenditures arve
not the only factor in guality education — such
large ditferentials .as are found in Connecticut
cannot help but deny many children an oppor-
tunity equal to children in higher expenditure
schools. That is good reason to act. Also ad-
dressed below is the effect of our current system
on community development, giving a financial
incentive for the most aflluent to live in towns
populated only by other aflluent persons and
giving all towns an incentive to keep out the poor.
Those are also good reasons to act.

Jefore turning to other aspects of this prob-
lem, it is important to survev the seope of Con-
necticut's problem. The dramatic examyples above,
where one family paid twice as much in taxes yet
saw only half as much becoming available for
their children’s education, is not rare. In some
cases, the inequities are worse. Overall, significant
inequities are apparent in comparing the large
majority of towns.

Table B-4 shows the 20 towns in Connecticut
where school expenditures ave highest and the

and Effective School Tax Rate

20 Lowest
Fxpenditure Net Current School  Effective School
TOWNS Expenditure (1970-1) Tax Rate (Mills)
North Branford - 684 16.1
Franklin 671 11.1
Sprague 659 13.6
Seymour 6H8 13.6
Shelton 654 94
Enfield 652 18.2
Plymouth 651 14.0
Lebanon 649 15.2
Oxford 648 11.8
Beacon Falls 610 8.5
Prospect 640 13.7
Volantown 634 16.0
Wolcott 632 18.7
Plainfield 628 15.7
Lisbon 624 17.0
North Stonington 623 31.8
Ashford 616 12.6
Canterbury 558 15.8
Sterling 55h6 20.5
Griswold 538 12.0
Low EXPENDITURE
AVERAGE $ 621 15.0 Milis



TABLE B-3: Schoul Expenditure and Tax Rate. 100 Towns Ranked by Tax Base

1971 Mill Rare 1971 Mill Rae
1970.71 Per Pupil (Sehool Funds 1970-71 Per Pupil (Sehool Funds
Net Current Only, On Full 1971 Net Current Only, On Full 1971

TOWN ~ Expenditure’ ~ Marker Value) TOWN Fapenditure Market ¥adue)
Greenwich $1,176 5.8 Somers 8767 16.8
Salishury 907 7.9 South Windsor 829 18.8
Canaan 1,134 10.1 Middlefield 857 i9.2
Cornwall 1,021 9.3 Sprague 659 13.6
Middlebury 855 6.9 Ashford 616 12.6
Lyme 921 8.7 Sevmour 68 13.6
Roxbury 1,001 9.2 Norwich 776 14.9
Haddam 772 6.8 Monroe 806 17.9
Westport 1,315 12.2 East Hampton 796 17.8
Darien 1,469 143 Mansfield 929 20.9
New Canaan 1,304 127 Watertown 745 15.6
Stamford 1,067 10.4 Harwinton 758 18.8
Sherman 919 8.9 Granby 783 18.3
Fssex 944 10.1 Burlington 736 19.4
Old Saybrook 892 9.8 North Branford 684 16.1
Middletown 869 8.5 I.ebanon 649 15.2
West Hartford 1,110 12.6 Bolton 896 21.2
Southbury 855 8.3 Willington 789 19.5
Westbhrook 778 8.9 Marthorough 779 28.0
Easton 1,071 12.6 Plymouth 651 14.0
Bezlin 833 9.2 Vernon 803 19.0
Sharon 1,097 12.9 Stafford 7641 174
Hartford 1,184 124 Preston 725 18.5
Fairfield 1,002 10.8 Brookiyn 710 16.3
0ld Lyme 873 10.6 Thompson 699 15.5
Stratford 764 104 Prospect 640 13.7
Hamden 1,043 12.0 Ledyard 697 16.1
Kent 955 11.8 Ellington 900 23.6
Bloomfield 1,023 127 Colchester 776 213
New laven 1,095 115 - Durham 857 23.0
Rocky Hill 996 13.0 Hebron 750 22.9
Wilton 1,161 16.3 Hampton - 844 20.7
Redding 1,029 14.5 Pomfret 706 17.1
Waterford 831 91 Andover 832 25.1
Branford 807 9.6 Voluntown 634 16.0
Groton 828 6.7 Griswold . 538 12.0
Bridgewater 1,091 12.9 Bristol 730 20.2
Washington 1,091 13.1 Plainfield 628 15.7
Woodbridge 930 14.6 Enfield 652 18.3
Weston 1,123 15.7 East Haven 713 19.7
Farmington 983 12.6 Scotland 854 253
Norwalk 929 11.5 Bozrah 702 18.9
Wethersfield 934 12.5 Coventry 769 295
Orange 908 13.5 Lisbon 624 17.0
North Haven 1,034 14.2 Wolcott 632 18.7
Avon 976 13.7 Tolland 709 24.8
New Britain 805 8.9 Canterbury 558 15.8
North Canaan 933 13.2 Chaplin 807 32.5
New Milford 809 11.7 Sterling 556 20.5
Trumbul) 872 11.8 North Stonington 623 31.8
Top 50 Towns Avg. $ 989 111 Last 50 Towns Avg, $732 19.0
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20 towns where expenditives are lowest. Next
to each town is the “true” tax rate, adjusted
ofticial figures which reflect mill rates on full
current market value of vroperty and including
only that portion of the tax rate which can be
ativibuted to school expenditures. As can be
seen, the very top town spends almost three times
as much as the very bottom town ($1469 vs, $538)
and yet the tax rate is only slightly greater. The
top 14 as a group spent $1210 with a tax rate of
12.5 mills while the last 10 spent an average of
£605, or exactly half as much, with a tax rate
approximately 507¢ greater (17.1 mills). The
top 20 and bottom 20 are equally far apart, as
Table B-5 shows — all 20 at the top spend over
S1000 and none of the last 20 spend over $700,
vet the average school tax rate is 3097 higher in
the last 20 towns,

Another perspective on these tax rate and
expenditure differences is the impossibility of
equal spending by the currently low-expenditure
towns. For example, the last 20 towns, now spend-
ing an average of $621 per student, would require
an increase of $100 to draw near any of the top
20 towns. To raise another $100 per student
from local property taxes, these towns would
have to double their ewrrent school tax rates —
an unrealistic alternative for most, since this
would put any town with suclt a high rate at a
real disadvantage in attracting business and in-

dustrial taxpavers. The choice of =chool expen-
ditures. then, is now not a choice at all -— some
towns simply cannot raise as much as others by
the property tax.

Table B-5 shows 100 selected towns ordered-
according to tax base per student. In this group,
remarkable diff'erences can bhe seen for well over
half the towns in the State. The top 10 average
$1066 in expenditure with a tax rate of 9.1 mills
compared to $683 per student with a tax rate of
22.8 mills in the bottom 10 towns, The differential
of school expenditure is S383; or over H0°. more,
with a tax rate less than half as great.

Taking the entire 100 towns shown in Table
B-H, the differentinls are still readily apparent.
The top H0 towns spend $989 per student average
while the last 50 towns average 8732, Yet the
top 50 enjor a tax rate of 11.1 mills compared
to 19.0 mills in the last H0 towns. Again. the
inequity is clear — the top H0 towns spend $267
per student more while enjoying a tax rate just
over half as great as the iast H0. Furthermore,
the last 50 towns would have to increase their
taxes almost 10 mills on the average to raise
enough local funds to mateh spending in the other
towns — an unrealistic alternative, since that
would mean a tax rate two-and-one-half times that
of the top towns.

Mecasuring Inequa]ily

As explained above, the basic problem in the
existing school finance system is that a given tax
rate produces very unequal amounts of money on
a per pupil basis in various towns. As shown by
examples some towns are able to spend two and
ahmost three times as much per student as other
towns even though the high expenditure towns
enjoy tax rates one-half or even one-third as great
as in the lower expenditure towns.

One way to summarize this problen:, and a good
standard to use in measuring alternatives, is the
use of a “yvield per mill per student” measure. The
essence of the disparity among towns in terms of
tax rates and per pupil expenditures is simply that
some towns have much more property value per
student and thus greater tax revenues per student
at any given mill rate. This mathematical rela-
tionship, while not the entire problem, summar-

izes the basie flaw in the current system which
leads to the other, broader problems previously
exj:lained in more detail.

The use of a “yield per mill per student” meas-
ure simply involves the following. By taking the
total amount of property value (current market
ralue of all property subject to the local property
tax) in a given town and dividing that total by
the number of students in the local school system,
a measure called “property value per student” is

‘derived. Property value per student, in turn, re-

lates very simply to tax vield — that is, every
$1,000 of taxable property value per student pro-
duces approximately $1 of school revetues per
student for each mill of tax rate, meaning that
$50,000 property value per student would provide
approximately $50 per student for each mill in the
tax rate. It then becomes a simple matter to mul-



tiply vield per mill per student times mill rate to
determine how much money would be available on
a per student basis. To t.ke an example, a town
with $50,000 property value per student would
enjoy approximately $50 yield for every mill of
the tax rate and a tax rate of 10 mills would yield
$500 per student, 15 mills would yield $750 and
20 mills would yield $1,000. When the yield per
student per mill 1s, for example, twice as great
from one town to the other, the town with twice
the vield can spend twice as much per student at
the same tax rate, or spend the same amount per
student at half the tax rate or settle on some com-
bination between the two extremes.

Yield per mill per student, then, becomes a good
measure of the degree of inequality among towns.
If the “richest” towns have a vield per mill per
student of twice the “poorest’” towns, then the
choice is twice as much expenditure or half the
tax rate. If the yield per mill per student rate is
four times as great in the top as opposed to the
bottom towns, then the choice is between four
times the expenditure at the same tax rate, one-
fourth as great a tax rate with equal expenditures
or, perhaps, a combhination of the two such as
twice as much expenditure and one-half the tax
rate hoth at the same time. Yield per mill per
student represents the actual opportunity for
school expenditure which a town faces.

in Connecticut the yield per mill per student
variation is from $112 for the average of the top
ten towns to $25 for the last ten average. (This is
not as great as it is in some states where variation
may be as much as 15 or 20 times, but the differ-
ances found in Connecticut are enough tc :reate
significant inequities.)

To translate these average figures for Con-
necticut into tax rates and expenditure totals, the
$112 per mill yield in the State’s ‘“richest” 10
towns means that a 10 mill tax rate would yield
$1,120 per pupil vhile the $25 per mill per stu-
dent yield would mean that a 10 mill tax rate
vields only $250 in the State’s “poorest” 10 towns.
in other words, the “poorest” towns might choose
to spend $500 per student from local funds and
require a tax rate of 20 mills to do so while the
State’s “richest” towns might choose to spend
$1,100 per student and enjoy a tax rate of about
10 mills while spending that amount; the differ-
ential is 20 mills against 10 mills in tax rate and
$500 . against $1,100 in school expenditure, or
twice as great a tax rate to spend less than one-
half as much per student.

When looking at 169 towns, this per mill per
student vield figure becomes the best way to un-
derstand how great the differentials are now and
to evaluate differentials in the future, whether
under the trend or under a new proposal. Table
B-6 summmarizes property value per student and
vield per student as of 1971 for the entire State
and for 100 towns divided into groups (first and
last 10, 20, and 50) to reveal the magnitude of
differentials.

Variations of Town Tax Base
(1971)

Property Value
Per Student

TABLE B-6:

Yield Per Mill

Per Student

Towns [dentified

lh R:ml_g__

Top 10 " $112,000 8112
Top 25 96,000 96
Top 50 84,000 84
STATE AVERAGE $ 62,000 $ 62
Last 50 $ 34,000 $ 34
Last 25 30,000 30
Last 10 25,000 25

What the above table reveals is simply the mag-
nitude of discrepancy among the towns. ‘The basic
problem is that the top 50 towns enjoy a per mill
per student vield averaging $84 while the last 50
towns average $34, or less than half as much.
This means the top one-third of all towns in the
State could tax at the same rate as the bottom
one-third and yet receive more than twice as much
per student from local property taxes to spend on
education.

Table B-7 compares current inequalities with

- what will probably prevail in 1975, 1980, and 1985

87

if current trends continue. (There is strong rea-
son to believe that current trends will continue or
perhaps worsen rather than moderate the in-
equalities; all trend projections, however, are
made on the assumption that recent trends will

TABLE B-7: Yield Per Mill Per Student

Trends

Towns Identified -

by Rank 3= 1971 1971 1975 1980 1985
Top 10 $112 8135 3174 3216
Top 25 $ 96 $113 $141  $173
Top 50 .5 84 $99 $122  $150
Last 50 $34 $39 $48 $ 59
Last 256 $30 $34 $41 §$ 50
Last 10 $25 $28 $3 $ 43
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continue in about the same way as during the
past 10-15 vears.) Whereas the range of vields

“is now 4-to-1 for the top 10 towns compared to

the last 10, the range in 1985 would bhe 5H-to-1:
and the dolianr gap will be worse, with each mill
raising over $200 in the top 10 towns and only
$43 in the last 10, Similarly the gap for the top
25 and last 25 will increase from $96 as against
330 to $173 against $50. Even the top one-third
of all towns against the bottom one-third (first

CHART B-2:

Yield

-~

$200

$150

and last 50) will increase from $84 and $34 to

8150 ana $59. Clearly, the gap is increasing by

any measure.

Chart B-2 summarizes this same table in
graphic form — the diverging lines demonstrate
growing inequality, as the lines for the top 10
are compared to the last 10, and the top 50 com-
pared to the last 50, Again, the visual presenta-
tion simply highlights how the inequality is grow-
ing worse over time.

Yicld Per Mill Per Student Comparison

$100
/
.
$ 50 ) ! 50 TO\\'“S ./ _
L'ds‘ ) — O —
$ 304 ° '______.‘__,~__r.—-—-
R
$§ 10
— + } +—
1971 1975 1980 1985

TREND UNDER CURRENT SYSTEM

Note: The above figures, as well as those shown later
in the text, are explained in more dutail at the end of this
volume, Briefly, the difficult task in comparing tax rates
is the variation among towns in assessment ratio (mill
rate applied to only some fraction of full value) and the
differing periods of time since general revaluation in
towns (which, since property values generally rise, means
some values are much understated when no recent re-
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valuation has updated values, thus distorting compari-
sons). All data in this report is the product of computer-
ized analysis of past trends and other studies which gives
a consistent and fair comparison overall. But it must be
emphasized that only the patterns should be recognized
as worthy of confidence and that individual town data may
well be affected by errors due to special Tactors not re-
flected. in overall trends.
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School Resources and Equal Educational Oppol'lunily

An implicit assumption of this report is that
school expenditures have some effect on school
quality. Overall, the Commission has little doubt
that expenditures make a difference. We know
spending twice as much does not bring twice as
good an education, but logic and experience lead
us to believe the large differentiai — spending
twice as much in some cases — does have some
significant benefit. This section analyzes some of
the studies and experience collected on the ques-
tion. As an introductory comment, however, the
Commission emphasizes that the issue in Con-
necticut is one of very large expenditure differ-
entials — from $200 to $500 per student, or more
— and that cannot fail to make a difference in
most cases. ISducational quality is not simply a
function of expenditure, but most educators would
agree, for example, that an extra $200 can signi-
ficantly enhance educational quality. An extra
$200 per student, available in many cases, would
— depending on what the individual school dis-
trict felt most useful — permit:

1. a reduction in class size by one-third or
more, from a relatively high average of 25, for
example, to a relatively low 17;

2. teacher aides in every classroom; or

3. the purchase of significantly more needed
teaching materials, and substantial increases in
special programs, activities, and services such as
art and music instruction, library and media re-
sources. guidance counseling, individual tutoring.
and the like.

Counrt Attitudes on Expenditures and
Opportunity

Defendants in court cases regarding school
finance have argued that redistributing resources
for schools is useless because there is no relation-
ship between the amount of money spent in a
school and the amount children learn. Judges
have dodged this argument so far. In Hobson v.
Hansen, Judge J. Skelly Wright ruled that Wash-
ington, D.C. school officials were inconsistent
when, on the one hand, they claimed that putting
more resoulrces in poor schools would not help —
and, on the other hand, they justified their annual
budget 1equests in terms of the efficacy of their

_expenditure.® The California Supreme Court in

Serrano v. Priest refused to consider the argu-
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ment that money makes no difference, because the
issue had been conceded by the defendant’s de-
murrer.® In van Dusurtz v, Hotfield, the jndge
decreed that the amount spent for schools ap-
parently must have some importance, since other-
wise wealthy districts would be irrational to spend
more money than poor districts, as they generally
do.”

The Court rulings have been inconclusive be-
cause the actual evidence on the effectiveness of
school spending has been subject to continuing
controversy, In fact, controversy has raged over
this issue since the publication of the Coleman
Yeport in 1966.2 Several treatises have attempt-
ed to analyvze, synthesize, and summarize the con-
troversy :® new findings will no doubt continue to
pour in for some time. The following pages will
briefly describe the main issues in the contro-
versy, and will then discuss what the empirical
studies imply about school finance reform.,

Empirvical Studies:  Schools and

Achievement

The Civil Rights Act of 1964 charged the Com-
missioner of Education to conduct a survey “con-
ceraing the lack of availability of equal educa-
tional opportunities for individuals by reason of
race, color, religion, or national origin . . . in the
United States . ..” The resulting report, of which
James Coleman was the principal aunthor, was
based on a gigantic survey covering elementary
and secondary schools throughout the nation. The
large LEqual Educational Opportunity Survey
(EE0S) tried to find out whether the differences
in scholastic achievement were caused by differ-
ences in the schools. Tt is worth presenting their
ennclusion verbatim:

13

. one implication stands out above all: that
schools bring little influence to bear on a child’s
achievement that is independent of his back-
ground and general social context; and that this
very lack of ar independent effect means that
the inequalities imposed on children by their
house, neighlyorhood, and peer environment are
carried along to become the inequalities with
which they confront adult life at the end of
school. For equality of edicational opportunity
through the schocls must imply a strong effect
of schools that is independent of the child’s
immediate social environment, and that strong
independent effect is not present in American
schools,”?¢
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The authors base this conclusion on their finding
that variztion in schonl inputs (facilities, curric-
ulum, and teachers) accounts for much less of the
Letween-school variation in student achievement
than does variation in socio-economic background.
The socio-economic composition and attitudes of
the student body are also more important than
school facilities, curricutum, or teacher quality.
Given the relative unimportance of school inputs
as a whole, the characteristics of teachers arve
found to be the most impoitant.

if these findings and conclusions are valid, then
redistributing resources among schools would not
hring about equal educational opportunity; that
would he mueh more important to bring students
of diverse backgrounds together. Even then,
schools could not fully compensate for differences
in the non-school environment.
.~ However, the EEOS findings and conclusions
have been challenged. TFirst, some other studies
have challenged the basic finding that school re-
sources can have only a small effect on student
achievement, relative to the effect of socio-cco-
nomic bhackground. Second, some writers have
questioned whether scholastic achievement tests
really measure the most important output from
schools. Hanushek and Kain® have pointed to
specific instances of likely biag in the EEOS data
due to nonresponse, unreliability of the quastion-
naires, inaccuracy in coding, small samples for
some regions, the use of data for : whole school
to measure the experience of individual students
in it, the failure to account for any scale econ-
omies in a linear regression model, and the ab-
sence of any data on students’ ability or achieve-
ment before they entered school,

Even if defects in the data and differences
among individual students can bhe disregarded,
there is also evidence that the statistical proce-
dure used by the EEOS tended to underestimate
the degree to which the amount of resources avail-
able to children in school is correlated with their
socio-economic background. Thus the EEOS data

tlieniselves

wociated

may  support conclusions  different
from those the authors drew,

In addition to its conclusion about the small
effect of school resources relative to students’ own
socio-cconomic background, the original FEOS
report also concluded that the average socio-eco-
nomic level of other students was consistently as-
with any  particular child’s level of
achievement,

A recent study by Winkler™ has carefully triesl
to separate out the eflects of socio-economic hack-
ground, school resources, socio-cconomic composi-
tion of the school, and the racial composition of
the school. Winkler used data on individual chil-
drren from a single school distriet in California,
including data on“test scores from previous vears
to control for what the children knew when they
ame to school. Winkler concludes that, to pro-
vide equality of educational apportunity, “high
auality teachers as measured by the determinants
of salary or prestige of undergraduate institution
should he alloeated equally among all tracks and
races.”  Turthermore, “schools should be inte-
grated in terms of student socio-cconomic status
at all gradelevels.” :

Furthermore, it is far from certain whether
scholastic aciiievenment is the most important con-
tribution of schools to a student's economic suc-
cess when he leaves school. Weiss® found that
blacks obtain a smaller economic return from a
given amourt of schooling, even when vears of

'schooling ave adjusted for differential rates of

achievement in school. Berg™ has questioned
whether academic credentials have any real reia-
tionship to productivity on the job. Dreeben® has
described some of the non-cognitive behavioral
truits that schools teach, and Gintis® has demon-
strated that the positive relationship between a
person’s income and years of schooling may be
quite independent of actual cognitive learning.
Thus the studies of what determines scholastic
achievement may not help to find how schooling
can promote equal opportunity.

Impact of the Current School
Finance System on Community Development

Broader results of the current school finance
system can be seen in the area of community de-
velopment, which leads back again to further ad-
verse effects on the school system. The current
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school finance system shapes community deveiop-
ment decisions in such a way as fo (1) segregate
families by income range, (2) limit the effective-
ness of our schools through ths segregation by
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income, and (3) create incentives for tax inequi-
ties, economic segregation, and educational in-
equality to hecome worse rather than better.

The current property tax system — which cre-

“ates verv substantial differentials among towns

as to tax rate and school expenditure — provides
a substantial incentive for industrial and com-
mercial developers ot arprises to concentrate
in towns with low tax rates, enabling those towns
to reduce their tax rates even farther without re-
ducing local government services or school bud-

" gets. In addition, the combination of low tax

rates and high school expenditures prevailing in
those same .towns provides a very significant in-
centive — in many cases the dominant factor in
the decision — for aflluent families to build ox
buy housing in such towns. The incentives attract
business and private property owners, increasing
land prices; businesses constructing large facili-
ties can afford to pay and individuals building ex-
pensive houses can afford to pay — because the
tax savings are so great—bhut a person con-
structing an average house ($20,000 to $25,000
construction cost) cannot afford the higher land
cost.

The net result of this process is that there is a
very significant tendency for new business devel-
opment in the State to be concentrated in towns
which already have low tax rates (and generally
high school expenditures). Likewise, the more
affluent homeowners  choose the same towns.
These towns thus are able to continue reducing
their tax rate. Less afMluent families are excluded
from these towns, settling instead in towns with
high tax rates — which become ever higher, as a
result.?” )

Overall, there is a very significant sorting of
suburban residents by income level, related in
large part to this effect of the existing local prop-
erty tax system. Data on new housing value and
family income make it very clear that there is a

very significant and marked sorting or segrega-

tion of families by income level — a sorting and
separation of the more aflluent from the less afllu-
ent which affects suburbanities without regard to
race every bit as much as it affects inner-city
minority groups. Towns which are primarily
composed of the more affluent families are able to
spend great amounts on education at low tax
rates,_becoming ever more attractive for affluent
families and ever more able to spend more and
more, at the same time finding that few middle
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or lower income persons can move in beciause of
the high land cost. Towns with high tax rates
and low school expenditures find that no higher
income persons choose to move into the tovrn and
very little business chooses to locate in the town,
meaning that tax rates remain relatively high and
school expenditures relatively low, and the cycle
continues.

The net result of this system is not only marked
segregation by income level, and a worsening sit-
uation, but the final results can be seen in the
school syvstem. The studies which have suggested
that school expenditures are not the most impor-
tant factor in education, such as the Coleman
Report, found that exposure of children to other
children from other socio-economic or cultural
backgrounds was the key factor in their learning
process®™ The result of a sorting of families by
income level is that such peer group stimulation
and learning is inhibited. Since most high income
families are oriented toward education and place
a high premium on the value of education, their
children are especially stimulating for children
whose families have not had the experiences
which cause them to put such a high emphasis
on educational attainment. But the children from
these families where emphasis on education is
strong very often do not now, and will even less
in the future, attend school systems where they
are in contact with, and are a positive influence
upon, children from low income or even middle
income families where the attitudes toward educa-
tion are different. Likewise, children from fami-
lies of low or niiddle income, other ethnic groups,
employment classifications, or whatever, also have
positive insights, values, attitudes, or other char-
acteristics which would be stimulating and valu-
able to children from higher income families, Yet
the children of the more aflluent are equally de-
nied the bhenefit of stimulation by these peers.
Thus, the current system not oniy denies children
equal educational expenditures, and equal educa-
tional quality insofar as quality is correlated with
expenditure, but the current school finance system
creates a situation where children are denied stim-
ulation and learning from children of different
backgrounds. Thus, in two ways, we have created
a school finance system which is not equal; we
have created a school System which is to some
degree, with respect to peer group stimulus, im-
poverished for all students; and we have created
a system with built-in incentives to make the sit-
uation grow worse rather than better.
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Mechanies of the Sorting of Suburbanites

The clearest way to understand exactly how the
above effects come about is to look at two families
about to build housing in the suburbs. One family
intends to build a $50,060 house. In looking at
suburban towns, the family sees that Town A
imposes a tax rate of 15 mills and boasts per pupil
school expenditures over $1,000. Town B imposes
a tax rate of 30 mills and spends only about $600
for schools. In Town A the family would pay
$750 per vear in property tax and in Town B
$1,500 per vear: and while the family pays less
for taxes, the children can go to schools able to
spend a great deal more per student. The family,
of course, chooses Town A: they can save $750
a vear in property taxes and, in viriaally every
case, know that their children are likely to receive
a better education.

Facing the abeve decision, most families would
™ 9

choose Town A. The net result of the competition
for housing or land in Town A is that land prices
increase, from the average of perhaps $5,000 per
lot to $10,000 or even $15,000 per lot. To get
better schools and a lower tax bill, the family
must now spend an extra $5,000 or $10,000 for its
land (a premium resulting from the tax system).
The aflluent family pavs the premium of $5,000
or $10,000 (and additional annual tax payvments
on higher land value) because (1) the family can
afford it and (2) the family will get back that
money over time by saving the $750 difference
per year in property taxes between Town A and
Town B,

A second family considering a move to the sub-
urbs would face a very different decision if it
could only afforrd a $30,000 house. That family,
too, would save if it could move into Town A: it
would save the difference between $450 in taxes
and $900 per vear in property taxes (15 mills
times $30,000 in Town A vs. 30 mills- times
$30,000 in Town B). Again, that family, too,
would be happy to send the children to a better
school system. However, for this family the prob-
lem of spending an extra $5,000 or $10,000 on the
land is very likely an insurmountable problem.
This family, building a $30,000 house, would be
required to spend a great deal more than what
they had budgeted to huy an appropriate amount
of land in Town A. Most likely, the family is just
moving from a central city and has barely enough
for the down payment on a house as it is, and
coming up with a larger down payment or spend-

ing $10,000 (land and house total) rather than
$30,000 is simply something which they cannot
afford. At the same time. the tax saving is less
than for a move aflluent family (8750 vs, $150).
So the less aflluent family settles Tor higher tax
rates and lower school expenditure rather than
pay the $5,000 ar $143,000 land cost premium,

These results can be seen for individual fami-
lies where paying a premium of $5,000 or $10,000
per lot is easily undertaken by the more aflhuent
family and not so easily undertaken, and inost
likely not able to be undertaken at all, by the less
affluent family. The system works even more
dramatically, and has fewer exceptions., when a
developer is inserted into the middle of the proc-
ess. A developer uses a relatively firm rule of
thumb that land cost should not be more than
15% or 200 of market valuc of the residential
unit he intends to sell. That means that if land
is costing $5,000 per lot, the developer will intend
to build a residential unit to be sold for $25,000
to 830,000, 1If land, hewever, is costing $10,000
per lot, the developer would not build on such land
unless he is buiiding houses in the $30,000 to
860,000 range. And where land costs 15,000 per
unit, the developer would be bhuilding $75,000 to
£16G0,000 homes. This means that for the majority
of people who buy housing which has been built
by developers, there is almost no way around the
situation that low tax towns which are high land
value towns have only very expensive housing
available. Low tax towns, enjoving high school
expenditures, are only available to those buying
$50,000, $75,000, or $100,000 houses, For the per-
son moving to the suburbs who is only able to
afford a $30.000 house, or something in that
range, the choice is dictated to him —a high tax
town with low school expenditures where he docs
not have to pay as much fer land and where a
developer has decided that the land cost is propor-
tionately sound for the housing he intends to
huild.

As a result of this sys.em, therefore, high in-
come families tend to choose towns with low tax
rates and high school expenditure, and such {owns
are open only to those families. For rapidly grow-
ing towns with high tax rates ans low school ex-
penditures, only middle income families (rela-
tively low income suburbanites) move in, causing
the tax rates to stay high or even rise in many
cases. And in the central cities, the very poorest
remain and ‘the already high tax rates coatinue
to go up. ' T
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Restrieted Zoning

A great deal hay been written about restricted
zoning and virtually all analysts agree that the
linkages between preperty value created by a fam-
ilv and demands on the town (most importantiy,
the school system) are a significant cause of ex-
clusionary zoning. That is, a town which is con-
~erned about. its own financial situation (its tax
rate) has a strong incentive to keep out families
who require educational expenditures but whose
home value is relatively low, Suburban towns
with low tax rates — or, in fact, most suburban
towns — have « financial incentive not to permit
land which might be used for high value single
family houses to he zoned Yor public housing
(where virtually no tax revenues are collected),
or even for low cost private enterprise housing
where the tax revenues expected {rom the low
value housing fall far short of what is necessary
to educate the children who will live in these
houses. Towns may be unwilling to accept lower
priced townhouses, public housing of any sort, or
even standard small housing on relatively small
plots of land. The link here is between housing
value and edurational cost. That is, a town faces
the dilemma that children added to the educa-
tional system will require school expenditures
equal to other children in the system. But if the
persons moving in are going to pay much less in
property taxes than persons already there, the
town is really forced to take on a share of their
cost to be spread among all the existing property
owners.

Business Loecation

Muck the same kind of thinking which goes on
for individual families or developers can he seen
m a business decision. When a new business
moves into Connecticut or moves its site within
the state, property taxes can become an important
consideration in which to locate a large factory.
(There are, of course, many other significant con-
siderations but, when all are equal or nearly equal,
the ones outlined here become exceedingly im-
portant.)

To use an example of a business about to build
a $1,000,000 plant, it can easilv be calculated
what property tax payments are going to be re-
quired in the various towns, In Town A, with a
property tax rate of 15 mills, the tax on that
$1,000,000 building would be $15,000 per vear;
in Town B, witn a tax rate of 35 mills, the prop-
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erty tax bill would be £35,000 per vear. Thus. the
bhusiness ean choeose one town and pay $20,000
less in property taxes than in another town. If
this figure is capitalized into current value (at
ten times annual amount. the conventional ap-
proach), the savings are equivalent to $200,000
in current dollars.  Obviously, the savings of
$200,000 (the current value of property tax sav-
ings) would be erough to cause the business to
locate in the lower tax town than in the higher
tax town unless there were a very significant fac-
tor at work in the higher tax town — labor sup-
ply, market, utilities, or the like. Within a par-
ticular state or metropolitan area, there are sel-
dom such differences. As a result, businesses very
clearly concentrate in the towns with the lower
tax rate. The net result of this, analogous to the
situation for individuals, is that lane prices have
gone up for industrial or commercial land in the
lower tax towns: but the savings e great enongh
that the wise decision is still to locate in the lower
tax towns even while paying somewhat more by
way of a land premium at the outset.

The location of business'in this manner, a con-
centration which parallels the concentration of
more aflluent individuals, reinforces the process
which has been cutlined above. That is, concen-
tration of business and aflluent persons means
that a town has a very high tax base: a relatively
low tax rate will vield a great deal of income for
the town. Business, of course, is especially desir-
able because that does not necessarily mean chil-
dren or demands upon the school system. Thus,
the incentives which cause businesses to cheose
some fowns over others, paralleling the incentives
which caused wealthier residents to seek out those
same towns, reinforce, verpetuate, and significant-
Iv worsen. the differentials among the towns.

1t might be noted here also that concentration
of high income persons and businesses in the same
towns creates a line of othereffects which further
reinforce this situation. For example, shopping
centers are very much desired by towns because
this adds a great deal to the tax base without, of
course, adding any more children. Shopping cen-
ter developers, however, are most interested in
locating whee high income persons and employ-
ment centers are located. Thus, a town which has
a large number of high income persons and a large
number of oflice buildings, manufacturing plants,
and the like is the town which will be most attrac-
tive to shopping center developers. A similar
process can be seen for location of other shopping
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facilities as well as many kinds of »flice huildings.
A small difference in tax rates at the outset
ereates a flow of persons and their residences, a

flow of husinesses and a dyvnamic interaction
ameong them which creates a situation hecoming
waorse einch vear.

Alternate Appr(m('h(fs to Equity

In School Fimance

The following pages will analyze, in a general
way, the problem of financing public schools ade-
quately, equitubly, and with minimum demand
for new State revenues. The main alternatives
under consideration in other states will bhe de-
seribed and compared to the present syvstem of
school finance in Connecticut.

In simplest terms, the muin problem attacked
by the courts in Servano v, Priest and subsequent
decisions is that school districts with relatively
lrge amounts of property vialue per pupil can
obtain relatively high levels of school expend-
iture per pupil without having to impoese high
property tax rates. Conversely, diiricts with
meager amounts of taxable property 1w pupil
must impose high tax rates to obtain merely ade-
quate amounts of educational revenues per pupil.
This inequitable result is inherent in any system
of school finance that relies on revenues raised by
local distriets — unless the State ir‘ervenes to
supplement the revenues from distriets with rela-
tively little tax base per pupil.

In considering how best to subsidize low-wealth
districts, the State must also hear other ohjec-
tives in mind. First, no schoal district should be
permitted to provide less than an adequate level
of support for its public schools. Second, the local
tax rates required to support high-quality public
schools must not become prohibitive. Third, the
State Legislature will want to accomplish all of
this at the least possible cost in terms of new
State tax revenues requived. In short, the prob-
lem is to neutralize the differences in per-pupil
wealth among districts, to avoid excessively high
local tax rates or excessively low levels of expendi-
ture, and to minimize the need for new State
taxes.

The present system of State aid to publie
sehools in Connecticut is no longer satisfactory
because it does nothing to offset inequalities in
district wealth per pupil. A report by the Federal
Reserve Bank of Boston on school finunce in the
6 New England states found that there was a
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complete lack of any correlation between local
pronerty value per pupdl in Connecticut school
districts and the amount of State aid per pupil
received hy the districts ™ Ax explained above,
the Lurgest portion of State wid in Connecticut
is distributed in flat grants per pupil to all dis.
tricts, with small districts getting a little extra,
but with no adjustment at all for the size of a dis-
triet’s tax base per pupil; nor does other State
aid for school construction and transportation. or
for speeial educational fieeds, have any equaliza-
tion effect. Connecticut. as a result, ranks last
among all 50 states in terms of net equalization
effect &f state aid.

irowever, Connecticut ix relatively fortunate,
because the varjation in wealth among its local
districts is relatively small — smaldler than in any
other New England state. Consequently the
wudation in expenditure per pupil between dis-
tricts is not as extreme as might he expected,
even though State aid now does nothing to reduce
disparities in loca! revenue-raising capacities, To
remedy the inequity arising from these dispari-
ties will he considerably less expensive in Con-
necticut than in most other states.

Numerous alternative plans have been proposed
in other states to neutralize the differences in
wealth per punil between school districts. One
ideia which the Commission did not consider in
detail is an educational voucher system, This pro-
posal has been publicized a great deal recently,
and it may have merit, but the Commission did
not deal with voucher alternatives hecause (1)
voucher systems imply very fundamental changes
in the school system, going beyvond finance, and
the Commixsion did not feel it appropriate to pur-
sue such broad issues deserving of lengthy, ex-
pert study; and (2) a voucher aiterniative can be
designed and implemented in any system without
any necessary results for financial equity, mean-
ing that a voucher system would not cure our
preblems in itself and yel could as casily be un-
dertaken after changes as now. '
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Confining the study to alternative methods of
dealing with the finance issuex, the Commission
found it convenient o classify proposals into two
mair. types: (1) “Full State Funding”™ or State
assumption of full responsibility  for financing
publie schools and (2) local option plans, includ-
ing “power-equalization” and many variants,

Full State Funding

Full State Funding is the simplest plan, It al-
ready exists in Hawail, has been advovated by
the prestigious Advisory Commission on Inter-
governmental Relations' and has been seriously
proposed by the Fleischmann Commission for
New York State? The President’s Commission
on School Finance (Schools, People and Money,
1972) has also favored this approach, as bhave
major seports in varions states, including New
Jersev, and many prominent individuals. In
essence, full State assumption would eliminate
all local taxes for schools. They would be re-
placed hy State revenues, possibly including a
state-wide property tax. The money collected
by the State would he returned to local school
authorities in proportion to the number of stu-
dents. More money may be  allocated to some
categories of students than to others, hut the
amount allocated for any student never depends
on the revenue-raising capacity of the sehool dis-
trict in whieh a student lives,

The main drawback to full State assumption is
that districts which new spend large amounts per
pupil would, at some point, not be able to-continue
spending more than other districts. It has been
said that this might induce more afliuent resi-
dents of these distriets to seek private education
on a much larger scale than now. To permit very
high expenditures, the State would have to pro-

vide high levels of expenditure for all students .

throughout the State, which would cost more
money than the Legislature or the taxpayers may
want to provide. Of course,. it is always possible
for the State io setl a certain uniform level of ex-
penditure per pupil., but also to guarantee that
any district presently spending more may con-
tinue to do so, with the excess either raised from
local taxes or paid by the State. If this were
done on a permanent hasis, however, it would vio-
late the goal of equal spanding opportunity and
equai tax burden. Temporary relief (in the form
of implementation by phases) would only post-
pone the problem so that a high-expenditure town
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need not cut expenditures, but inequality could
not. remain indefinitely.

Other discussions of Full State Funding have
explored many aspects of that apmoach, and the
Commission feeis it unnecessary to repeat those
views, If Full State Funding were desived, it
could meet the problems raised here and there is
no doubt a proposal could be formulated. And, if
we do not act. that may well be the only alterna-
tive left to us. But the Commission helieves that
local school initiative, imagination and responsi-
bility are characteristic of our town heritage in
Connecticut and that diversity of schools — in
spending. to some degree, as well as in program
— is valued by our citizens, For these reasons,
Full State Funding is not recommended on the
arounds that the Commission helieves there is a
more creative solution that will solve owr prob.
lems and preserve these other virtues of the cur-
rent svstem as well.

Local Option Plans

The main alternative plan to Full State Fund-
ing would make it unnecessary to choose hetween
forcing high-spending districts to keep expendi-
tures down or supporting a unifornsly high level
of expenditure in all districts. Local option plans
would allow every district to choose its own de-
sired leve! of expenditure per pupiif, but would
have the State redistribute money in such a way
that the local tax rate required to obtain any
chosen level of expenditure per papil would he the
sume in all districts, regardless of a distriet’s
actual tax base.

For example, a tax rate of 10 mills on true
alue could permii any distriet to spend $600 per
pupil, and every additional mill could result in an
additional $60 per pupil. The State would sub-
sidize any district whose own tax base yielded
less than $60 per pupi! from each mill of tax, and
districts where the tax base would yield more
than $60 per mill would pay the excess back to a
common fund. 1f the ratio of total property value
to total pupils in the State were $60,000 per pu-
pil, then guaranteeing every distriet $60 per mill
of tax would roughly equate the total ¢ost of suls-
sidizing low-wealth districts to the total excess
revenues raised in high-wealth districts. The
plan would be approximately self-supporting —
would require no new State revenues. More pre-
cisely, whether the cost to the State is positive
or negative rather than zero would depend on
whether poor districts tend to choose higher ov
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[ower levels of taxing and spending than wealthy
districts,

In summery, compliance with the principles of
Servapo v, Pricst means that the State must find
aoway to neutralize differences  in
ability hetween local school distriets, Now the
State faces a contlict between the need to keep
it own taxes down and the need to proteet high-
apending distriets against drastie spending cuts
or tax increasex, Immediate Full State Funding
would make it prohibitively expensive to protect
the high-spending  districts. allhough @ phased
plani could be devised to lower the cost — but still
leaving certain problems, as noted, A loeal option

taxpaying -

plan could he less expensive it implemented over
A reasonable period of time. Thus, like many
problems with several objectives, our dilemma re-
quires a more complex solution,  Although <im-
plicity is preferable to complexity, a more com-
plicated fornuda may justify itself hy redueing
the amount of new State (or Federal) money that
will inevitably be required to hringe about equity
in =chool finance. The task, having tentativoly
chosen local option, ix to introduce it ax fairvly and
equitably, with ax little disruption and disturb-
ance axs possible, at moderate cost, and yet still
not loxe sight of the critical need for action to
solve our problems,

The New School Finance Program: An Equa]
Educational Opportunity System

The following pagex desceribe and detail the ob-
jectives, operation and results of a new school
finance system for Connecticut. Having conclud-
ed that a new school finance system is necessary
to insure equal educational opportunity, the Com-
mission recommends a public schoeol finance sys-
tfem which will:

1. Enable every town, every voter and every
parent to choose a school expenditure total
cqual 1o xchool expenditures in other towns at
the same tax rate: “egual revenue result for
equal tax effort”;

2. Provide fairly and adequately for special
education needs. so that equal opportunity be-
comes a meaningful phrase for those who neeil
extra help beeause of physical, mental or socio-
economic handicaps; and .

3. Operate automaticaiy to insure that, in
the long run, the new system will reverse in-
centives for economic segregation of the popu-
lation and enable all parents to choose quality
education for their ehildiren, vet neither bring
“lowest common denominator” equalizatien nor
rob loeal parents of their voice in loeal school
systems.

The Equal Educational Opportunity System

The propesed Equal Educational Opportunity
System requires the establishment of a State
Equal Educational Opportunity Fund (“SEEOF”)
which would have the authority and the mandate
to administer the program described below.
SEEOF would cooperate with the new assessment
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supervisors whose role is outlined in Part C of this
volume, The task of SEREOF would he to institute
a program, hased on equivalent current market
values of all property in the State, which would
eventually permit all school systems to raise ap-
proximately the same amount of monev per stu-
dent for each mill of the tax rate — ie.. educa-
tional spending would he uniformly proportional
to tax rate throughout the state. In practice,
this svstem would work as follows: ‘

A, Each town would separate school expendi-
tures from other local government funds
and caleulate school tax rates separately
from the general government tax rate;
only the school portion would he affected
by the new system,

B. SEFOF would determine, based on prop-
erty value per student acroxs the State,
what the average vield per student per mill
would he if a uniform property tax for
school finance were to be imposed across
the State of Conneeticut.

C. This average vield would be translated info
a schedule correlating mill rates with vield
per student, like the following:

Yield per Student

5 $300
6 360
8 80
10 600
15 900
18 1080
20 1200
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D. Based on this schedule. SEVOF  would
work to a sitbation where every town in
the State. in the long run. would Le guar-
anteed no less than the above vield per
student correlated with each mill rate and
where each town in the State would be
able to spend no more than the above
amount as determined by itx tax rate.

I, Fach town would continue to set its own
school tax rate and administer all funds
raised by the property tax (whether local-
Iv or through SEFOF) just as ix done now,

I, Fqual availability of funds would result
throughout the Stite. at equal tax rates,
with the exeeption of students in need of
costly special educatienal services; each
studen. in this category would entitle a
town to 25 more than the State average
vield per mill, ]

The key element in this proposal is the estab-
lishment of automatic mechanisms by which
school expenditure opportunities can be equalizef]
over time. The syvstem explained below ix o meth-
od which could begin the move toward equaliza-
tion without new expenditures from the State

General Fund or heavy burdens (higher taxes or

reduction in school expenditures) in any town.

Furthermore, the system is flexible — without

extra State government expenditwres. substantial

equalization wonld be achieved in approximately

15 years, while alternative levelx of outside fund-

ing would permit the State to reach substantially

cqual spending opportunity in 5-10 yvears.

Jefore turning to the hasic proposal and the
alternative, the Commission emphasizes here that
this proposal will net equalize educational spend-
ing. It provides equal opportunity for educational
expenditures, but each town determines its own
tax rate and spending level. What this proposal
does is to eliminate the current anomaly of towns
foreed to tax at very high rates and vet spend at
relatively low levels (or able to spend more and
tax less) in favor of a system where every town
has an equal opportunity to c¢hoose to spend more
or less on education because each town will have
available the same amount per student at a chosen
tax rate as anyv other town at that same {ax rate.

The mechanism outlined hera would apply only
to local property taxes for school finance. Local
revenues for non-educational purposes would be
unaffeeted, and there would be no changes in any
existing programs of State aid to loeal school dis-
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tricts. Towns woukl continue to tax and x<pend
for general government servicex as under the cur-
rent svstem, and all State and Federal aid pro-
vrams for schools and other purpozes would be
vontinued on the same Yasix as now, To xeparate
school and general government funds, municipali-
tiex would calculate their property tax rates sep-
arately for school expenditurex and for general
government purposes — for example, a rate of
33 mills (adjusted to refleet true rate on full mar-
ket value) might equal 25 mills for schools and
16 mills {for other government services. The tax-
payer would still receive a tax bill reflecting hoth
rates, hut the town would actaally deal with the
two separately,

Implementing the System

In order to move toward the ahove system with-
out raising tax rates or reducing expenditures in
towns with above average yields — or suddenly
increasing expenditures by large amounts in
towns now able to spend very little on education
— the following procedure would be used to in-
tzoduce the new system over a period of vears
sufficient to permit all towns to adjust to the new
situation:

1. During the year in which this program is
instituted, all local government tax riates and
receipts used for education would he defined for
purposes of caleulation as “Base Year Tax
Rate” and “Base Year Yield.” Each town would
be assigned, acecording to the actual circum-
stances in its town during the Base Year, a
Pase Year Tax Rate (i.e. the school tax rate
prevailing in the year in which the program
goes into effect) and a Base Year Yield which
is equal to the school expenditures per student
received from that tax rate.

For example, Town A might currently be
taxing at 25 mills and 804+ of the revenues
might go to schools; the Base Year (school)
Tax Rate is 20 mills. If Town A spent a total
of $800 per student from the property tax rev-
enies only, Base Year Yield would he $800.
That is, its Base Year Tax Rate is 20 mills and
its Base Year Yield is $800. Its Base Year
Yield per mill per student would be $10 per
mill per student {simply dividing total yield of
$800 by mill rate). Town B, going through the
same procedure, might determine that its Base
Year Tax Rate was 15 mills, its Base Year
Yield per student $900 and its Base Year Yied
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per mill per student $60. Each town in the
State would caleulate its Base Year Yield in
this manner. .

2. Every town in the State would he guar-
anteed no less than Base Year Yield. That is, if
a town now receives $800 with a 10 mill rate,
it would be permitted to keep that amount; or,
alternatively, it might he thought of as a guar-
antee that the town is permitted to Lkeep $80
per mill, meaning that it is permitted to keep
8800 at the current 10 mill rate or it might
keep $880 at an 11 mill rate, 8360 at a 12 mill
rate, and so on.

3. All increases in the yield per mill, or the
yvield at any given tax rate, would be paid over
to SELEOF in the years subsequent to the Base
Year. For example, a town now receiving 850
per mill per student would, as outlined above,
be permitted to keep $50 per mill per student
no matter what its tax rate was: however, if in
the second year or the third ',\'e;n', or any other
vear after the Base Year, tax yield increased
above that prevailing in the Base Year to, say,
360 per mill per student, the inerease (firrom $30
to $60, an increase of $10) weuld be paid into
SEEOF. In fact, the yield per mill per student
is increasing in most towns almost every vear,
and these increasing amounts would be paid
to SEEOF as the increase occurred. SEEOF
would be collecting, for redistribution, the hene-
fits of all inereases in property values in the
State as reflected in the vield at whatever tax
rates the individual towns chose. This would
amount in Connecticut, at the current time, to
approximately $10 million per vear.

4. Using the funds received from the in-
crease over Base Year Yield in each town,
SEEOF would return those funds to the indi-
vidual towns. There would he two payvments:

A. All towns in the State woeuld be paid a
portion of the total increase in yield, in-
creasing at a rate of $1 per mill per student
each vear after the first vear (“Shared
Yield Inerease”), and any town experienc-
ing a decline in vield would be breught up
to Base Yield per mill plus $1 growth each
year.

B. Those towns helow the State average yield
after adding together Base Year Yield and
Shared Yield Increase would be paid a frac-
tion of the shortfall, that fraction increasing
each year as SEEOF revenuss permit.
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Eventnally, all towns initially below the State
average would be reimbursed the full amount by
which Base Year Yield plus Shared Yield Increase
fall short of the State average schedule, and Base
Year Yield of all towns whose Base Year Yield is
ahove the State average would have grown more
slowly than the State average long enough for the
State average to catch up to their total yvield. Once
the State average vield had caught up to the more
slowly growing vield in the lhighest town, the
effective final result can be summarized in three
steps: '

A. SEEFOTF would establish a State average
schedule which reflects the actual yield per
mill per student averaged across the State
(much higher than the current amounts,
due to growth over the 10-20 years re-
quired), perhaps as follows:

Tax Rate Fapenditure

$ 500 student
1000, student

5 mills
10 mills

12 mills 1200. student
14 mills 1100 student
16 mills 1600 student
18 mills 1800 student
20 mills : 2000 student

This schedule would continue to e revised
each vear, reflecting the yvield inerease as
total property valae continues to rise. The
table might also be adjusted as outside
revenues are paid intoe SEEOF and permit
it to pay out more than property taxes actu-
ally colleet at each mill rate; that is, the
table might actually” be 247, 3%, 109 or
more above actual vield, with the excess
net by General Fund (State) payments to
SEEOF, if made available.

B. All towns whose vield is above the schedule
would be paying into SEEQF a net sum
equal to the amount by which actual local
yvield exceeds this State average schedule.

C, All towns whose yield is below the schedule
would be receiving from SEEOF a net sum
equal to the amount by which actual local
vield falls short of the state average.

In the long run, what this system means is that
avery town enjoys an equal opportunity for school
expenditures. Equal tax rates mean equal expen-
ditures, but those who are willing to tax more

- will enjoy more funds to spend on education,
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5. Because this syvstemr does not automati-
cally provide any special funds for towns with
large numbers of disadvantaged students even
thengh it is known by evervone that such stu-
dents require extra educational expenditures,
the calculations outlined above would have one
further procedure. Each student in a disad-
vantaged category would permit the town a
bonus of 25 more school funds than the town
would be entitled to were that student not in
a disadvantaged category. In operation, this
honus would he granted by simply adding 2577
of the number of disadvantaged students to the
total number of students used in calculating
payments to and from SEEOF.

For example, if a town with 1000 students
had 200 disadvantaged students, it would be
permitted to spend an amount equal to what
it would have spent if it had a total of 1.050
students, reflecting the 257 extra (50 stu-
dents) for disadvantaged students. The value
of the bonus would vary, of course, as State
average grew and it would vary according to
the tax rate chosen by the town. The basic idea
is simply that an extra 257 is permitted this
town to reflect the extra costs of the disadvan-
taged students.

The definition of disadvantaged students
is left for future determination but, in general,
the Commission recommends that digadvan-
taged students be defined as (1) some or all of
those who are now included in the special edu-
cational programs (blind, handicapped, emo-
tionally disturbed, ete.), (2) those who receive
special State Aid for Disadvantaged Children
(SADC) based upon family income levels and
(3) those children who demonstrate that special
efforts are required by virtue of their perform-
ance on standardized tests. These groups of
children number perhaps 107 to 15% of all
the children in the State and each town would
receive a bonus for some childven falling into
these categories. Those towns which have the
largast number of such disadvantaged students
would, of course, receive the largest payments.
The key point is to recognize that, for many
children, equal educational opportunity does
not mean equal expenditure but extra expendi-
ture; this establishes an automatic mechanism
to permit each town to achieve that rsult —
equal educational opportunity for all.

6. In order tu assure that equalization is

1

achieved within a reasonable period of time,
the Commission recommends that a goal of sub-
stardtal equality of school finance capability
within 10 years be established at the time the
new system is adopted, and that & commitment
bhe made to provide suflicient funds as needed
to achieve this goal, Substantial equality should
be defined as the point at which 907 of the
towns in the State are assured an effective yvield
per mill per pupil within 1077 of the State
average vield. According to the best available
data, the Commission estimates that this goal
can ba achieved by making available to SEEOF
cach vear $20 million from the General Fund.
Therefore, the Comunission further recommmends
that an avtomatic annual appropriation in the
amount of $20 million be made to SEFOF,
beginning at the time the new system is adopted.

Funding Level Alternatives

One of the most important and attractive char-
acteristics of the proposal advanced here is the
fact that it can begin movement toward equal
spending opportunity for schools without requir-
ing any new funds from State or Federal govern-
ment. This section introduces three alternatives
which the Commission presents to illustrate the
cange of options from which a specific program
for Connecticut could be chosen. Although the.
Commission recommends the use of outside funds
— grants to SEEOF from the State General Fund
or any available Federal funds — the following
three alternatives are shown to denmonstrate that
the program could be begun with any amount of,
or no, outside funds:

1. Alternative 1 assumes no outside funds
available to SEEOF. Payments to towns from
SEEOF come only from the growth in property
tax yield paid into SEEQF, as explained above.
Although this would begin the needed move
toward equalization, it would not meet the
Commission recommendation of substantial
equality (as previously defined) within 10 vears
without additional funds at some point.

2. Alternative 2 assumes $20 million of out-
side funding available to SEEOQF from the first
vear of implementation onward. This alterna-
tive is recommended by the Commission because
it should enable the goal of substantial equality
to be met in 10 years, and has the further adé-
vantage of bringing substantial yrogress about
as quickly as desirable in the early years,
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3. Alternative 3 assumes $50 million of out-
side funds available to SEEOF for the first and
each succeeding yvear. This would bring rapid
progress and achieve substantial equalization
faster than the lower-cost alternatives.

The ohjective of any form of this proposal for

a new school finance program is simply to bring |

about substantial equality of vield within a reason-
able period of time. The following explanations
of each of the three alternatives show the vary-
ing lengths of time that would be required to
achieve substantial equality, orr complete equality,
under different funding levels. As emphasized
above, the first alternative (nho outside funding)

has the virtue of enabling the equalization process’

to begin without any additional State expendi-
tures, although this alternative must be con-
sidered a “second-best” position if it is at all
possihle to put in outside funds.

1. Alternative 1: No Outside Funding,
no outside funds were available to SEEOQF,
equalization could be begun immediately, and
significant progress would he seen in approxi-

mately 8 vears. Substantial equality of vield

might be achieved in approximately 12 to 15
vears, while complete equality could not be
achieved for at least 20 years, or more. Table
B-8 summarizes the effects of this alternative
by showing how vield woulkl increase in the top
and bottom 10, 20, and 50 towns in the State as
groups over 14 vears. This shows the degree
of equality which would have been reached in
rany given yvear and the overall speed of equali-
zation.

TABLE B-8: Alternative 1 Effective Yield
Per Mill Per Pupil by Year of Program
Towns 0 2 4 6 8- 10 12 14

Top 10 112 114 116 118 120 122 124 1:7:6

Top 25 96 98 100 102 104 107 109 112
Top 50 - 84 86 88 90 93 96 100 105

Last 10 25 33 44 54 64 71 81 93
Last 25 80 37 47 56 66 72 82 93
Last 50 34 40 50 58 67 74 83 94

Note: “Effective Yield Per Mill Per Pupil” refers to
the amount that the town would receive for each student
for every mill of the loeal school tax rate. As noted
earlier, it is the variation in this figure today that results
in high tax rates bringing some towns less school funds,
and the narrowing of the differences in this figure which
weuld signal equal opportunity to finance edueation.
“Ef;cctive Yield” here includes all payments to and from
SEEOF, resulting in the actvual yield numbee which a
town would multiply by its school tax rate to determine
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the amount available for each student. For this and later
tables, the calculation of effective yield and other meas-
ures were based on an illustrative assumption that the new
system was adopted for 1972 — Year O of the program
is equal to the current system as it operated in 1971, and

other years are for the new system.

Table B-9 shows annual income and ex-
penditures of SEEOF for Alternative 1: as
shown, the fund may bhe in a slightly negative
or slightly positive position in any one year but
the overall objective is to keep the cumulative
position of the fund at balance.

TABLE B-9: Alternative 1 SEEOF Balances
(Millions of Dollars)

Payments
From Towns*
Growth Less

Payments Annual Cumulative

Other

\_'(3}5_!: ~ To Towns _ Income l.!:gp:glla-n: I.,;,“,l,‘_‘_""f',ﬂ__
1 3.5 0 3.5 3.5
2 1.9 0 1.9 5.5

-3 0.2 0 0.2 5.7
4 - 1.8 0 - 1.8 3.9
b 2.6 0 2.6 6.1
6 - 09 0 - 09 5.5
7 3.0 0 3.0 8.6
8 -39 0 - 3.9 4.6
9 - 3.1 0 - 3.1 1.5

10 10.2 0 10.2 11.7

11 - 6.1 0 - 6.1 5.7

12 6.9 0 6.9 12.6

13 0.7 0 0.7 13.2

14 -10.2 0 -10.2 3.1

15 1.1 0 1.1 4.2

2. Alternative 2: $20 million Qutside Fund-
ing. The Commission recommends that $20
million per year be made available to SEEOF
in order to achieve the goal of substantial equal-
ization more rapidly. Assuming $20 million
per vear, beginning in the first year of the
Program, available to SEEOF, Table B-10 com-
pares the top and bottom 10, 20, and 50 towns,
Alternative 2 would bring significant progress
within the first 5 vears or so, and substantial
equalization should be achieved in 10 vears.
Complete equality of yield could require as
much as 20 years or more,

TABLE B-10: Alternative 2 Effective Yield
Per Mill Per Pupil by Year of Program
Towns 0 2 4 6 8 10 12 14
Top 10 112 114 116 118 120 122 124 126

Top 25 96 98 1490 102 104 107 109 113
Top 50 84 8G &8 91 93 97 100 105

Last 10 25 41 50 58 67 76 86 94
Last 25 30 44. 53 60. 68 77 86 94
Last 50 34 47 55 62 69 78 87 95




Table B-11 shows the balance sheet for this
alternative assuming the revenues from in-
crease in property tax vield and, in addition,
the $20 million paid to SEEOF each year from
other sources: again, the goal is to keep the
cumulative position of the fund at or near
balance.

TABLE B-11: Alternative 2 SEEOF
Balances
(Millions of Dollars)

Payments
From Towns'
Growth Less

Payments

Annual Cumulutive

Other

Year ':—l:i) Towns Income Balanee _Balanee
1 -16.3 20.0 39 27
2 -19.0 20.0 1.0 4.7
3 -16.9 20.0 3.1 78
4 -20.3 20.0 -0.3 7.5
5 -24.8 20.0 -4.8 29
6 -16.5 20.0 3.b 6.2
7 -23.2 20.0 -3.2 3.0
8 ~14.0 20.0 6.0 9.0
9 -25.0 20.0 -5.0 4.0

10 -17.0 20.0 3.0 7.0

11 -214 20.0 -1.4 5.6

12 -22.0 20.0 -2.0 3.6

13 -20.3 20.0 -0.3 3.3

14 -19.9 20.0 0.1 34

15 -21.7 20.0 -1.7 1.7

3. Alternative 3: 50 Million Annual Outside
Funds. One last possibility is a pavment of $50
million per. year into SEEOF from outside
revenues beginning in the first year. The pur-

pose of this alternative is simply to show the .

magnitude of difference that. outside funds can
make in speeding up equalization. If, for ex-

ampie, there were tc be court decisions requir-

ing equality and a major Federal program of
aid to the States for schools, this' alternative
shows how the mechanism outlined here could
use the large amounts of moneyv that might be
available from the Federal government to bring
about equalization relatively quickly. Table
B-12 shows that progress toward equality would
he achieved in 5 vears. Substantial equality
should be achieved in approximately 8 years
under this alternative.

TABLE B-12: Alternative 3 Effective Yield
Per Mill Per Pupil by Year of Program

Towns 0 2 4 6 8 10 12 14
Top 10 112 114 116 118 120 122 124 126
- Top 25 96 98 100 101 104 107 110 113
Top R0 8 88 88 91 94 97 101 106
Last 10 25 55 63 69 176 83 90 97
Last 25 30 56 64 70 77 83 90 97
Last 50 34 58 65 71 77 84 90 .98
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Table B-13 shows an annual balance sheet for
the fund for Alternative 3.

Alternative 3 SEEOF
Balances

(Millions of Dollars)

TABLE B-13:

Payments
From Towns'
Growth Less

Payments Other Annual Cumulative

Year ToTowns  Income .“:.'I:,','.'f.'_' _J‘:ﬂ:ugrv -
1 —18.5 50.0 1.5 1.5
2 —17.2 50.0 2.8 4.3
3 —49.0 50.0 1.0 5.3
1 -50.9 50.0 -0.9 1.4
5 -18.2 50.0 1.8 6.2
6 --50.6 50.0 -0.6 5.6
7 -55.9 50.0 -3.7 2.9
8 -50.6 50.0 0.6 2.1
9 ~-5H1.0 50.0 ~1.0 1.1
10 -19.5 50.0 0.5 1.6
11 -50.5H 0.0 -0.5 1.1
12 -19.4 H).0 0.6 1.7
13 -18.4 50.0 1.6 3.3
14 -48.2 50.0 1.8 5.1
15 -49.4 50.0 0.6 5

The task of weighing the above alternatives is
noe simple matter. The Commission strongly’
recommends that some level of outside funding,
preferably an increasing amount (and ideally
enough to take the hurden off property tax in-
creases), he devoted to the equal opportunity
fund. However, the critical matter is that progress
begin immediately toward equalization — before
the inequities worsen, and before the cost of cor-
recting them becomes anyv greater.

Chart B-3 compares the new system {Alterna-
tive 2 as recommended) against trend yield for
the top and hottom 10 and 50 towns. The point
of Chart B-3 is, of course, that the lines which
show the pattern of growth in yield continue to
diverge under the current system while fre new
system, would begin to bring these trend lines
together. :

Effects on Individual Towns

The following tables show the impact of the
new systerm on specific towns. The Commission
has reazonable confidence in the summary data
(inequities of tewns by groups, cverall SEEOF
revenues, etc.) but it must be emphasized that the
Zoilowing data is largely illustrative. Individual
towns are shown because we are ultimately con-
cerned abuut them individually and not as groups.
But it must be clear to anyone that town growth
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patterns and local education decisions can change
any trend overnight — so the following data is
illustrative of how towns could fare under current
trends, and how they will generally fare under
the new program. For any single town, or many
towns, there are undoubtedly errors, but the over-
all significance seems clear.

In each of the next three tables, past trends
have been projected for each town separately to
estimate what future property value and school
tax yield might he, while school expenditures were
projected according to past trends with some
anticipated changes. In all cases, it has been
assumed, for simplicity, that the new system is
implemented during 1972.

Table B-14 shows effective vield per mill per
student for each town by vear from 1971 to 1986,
assuming the new system (Alternative 2, the
Commission -recommendation) to have gone into
effect in 1972. As explained earlier, the use of a
yvield per mill per pupil figure provides a fair
bhasis to compare towns — if one town has a
higher vyield, it can tax less or spend more per
student, while converging vield totals mean towns
have an equal opportunity. As shown by Table
B-14, the substantial differentials of 1971 would
begin to close soon after implementation of the
new system began, and most towns would be close
to the State average within 10 years, and all but
a few in 15 years.

TABLE B-14: Effective Yield Per Mill Per Student By Yc:;r By Town

(New Systean, Commission Recommendation of Alternative 2)

1971 1972

Greenwich 178 179 180 181 32 183 1
Salishury 119 120 21 122 123 124 1
Canaan 111 112 113 114 115 116 1
Cornwall 107 108 109 110 111 112 1
Middlebury 103 104 105 106 107 108 1
Lyme 103 104 105 106 107 108 1
Roxbury 101 102 103 104 105 106 1
Haddam 100 101 102 103 104 105 1
Westport 98 g9 100 100 102 104 )
Darien 97 98 99 100 1M 102 b
New Canaan 93 94 a5 96 97 98
Stamford .92 93 94 95 a6 97
Sherman 92 93 94 95 96 97
Iissex 89 90 91 02 93 94

Old Saybrooy 88 89 o0 91 92 . 93 .
Middletown 87 88 89 90 91 92
West Hartford 86 87 88 89 20 91
Southhury 85 86 87 88 89 90
Westhrook 85 86 87 88 89 90
Easton 85 86 87 88 89 90
Berlin 84 84 85 86 87 88
Sharon 82 83 84 85 86 87
Hartford 82 83 84 85 8G 87
Fairfield 81 82 84 84 85 86
Uld Lyme 81 82 83 84 85 86
Stratford 79 80 31 82 83 84
Hamden 78 79 80 81 82 83
Kent — 77 78 79 80 81 82
Bloonifield 77 78 79 80 81 82
New Haven 76 77 78 79 80 82
Rocky Hill 5 76 i 78 79 80
Wilton 74 75 76 77 78 79
Redding 74 75 76 Y4 78 79
Waterford 74 75 76 irl 78 79
Branford Kb T4 75 76 77 VL
Groton 73 74 5 76 il 8
Bridgewater 72 73 74 75 76 7
YYashington 72 73 74 75 76 77
Woodbridge 71 72 73 74 75 76
Weston 71 T2 T3 (4 75 76
Farmington 71 72 73 74 75 76
Norwalk - 70 71 72 73 74 75
Wethersfield 6o 70 71 72 T 74
Orange 69 70 71 72 T 74
North Haven 69 70 1 72 73 74
Avon 69 70 71 72 T 74
New Britain 68 69 0 T 73 74
North Canaan 67 68 69 70 ip! 72
New Milford 66 67 68 69 71 72
Trumbull 64 65 66 68 69 71

RIC

Aruitoxt provided by Eic:

1873 1974 1875 1976 1977

84
17
13
09
04
07
06
04
03
99
98
98
95
94
43
92
91
91
91
89
88
88
87

87

85
84
84
83
84
81
80
80
80
79
79
78
78
77

1978 1979 1980 1981 1982 1983 1984 1985 1986
'185 186 187 188 189 190 191 192 103
126 127 128 129 180 Q41 (32 133 1
118 119 120 [2 122 123 124 125 126
4 115 116 117 118 119 120 12} 122
110 111 112 13 114 1ts o 116 117 118
e mr o 112 x4 s 116 117 118
168 109 110 111 112 113 114 115 116
107 108 W9 110 111 112 113 31 b
05 106 107 108 109 110 111 112 113
104 105 106 107 108 109 110 111 112
100 101 102103 104 105 106 107 108
29 100 101 102 103 104 105 106 107
99 100 101 102 103 104 105 106 107
96 97 98 99 160 101 102 103 104
05 36 97 98 99 100 101 102 103
94 4 96 a7 98 99 100 101 105
B} 1y 95 96 97 98 99 100 102
92 33 04 05 96 97 98 99 102
02 94 94 95 96 97 9% 100 103
92 93 94 95 96 97- 98 99 101
90 91 92 94 HE | 95 96 98 101
89 90 91 92 03 94 96 99 102
89 91 93 96 99 102 106 110 114
88 - 89 90 91 92 93 95 98 101
88 89 b 91 92 93 95 98 101
86 87 88 89 90 92 95 98 101
85 86 87 88 89 92 95 98 101
84 85 86 87 39 21 94 98 1
84 85 86" 87 89 92 95 98 101
86 89 92 94 . 98 101 105 109 113
82 83 84 86 - 89 91 94 98 101
81 82 83 85 88 91- 94 97 100
81 82 8 85 88 91 94 97 100
81 82 83 86 89 91 04 98 1
80 81 8! 85 . 88 91 94 98 101
80 81 83 86 88 91 94 98 101
79 80 82 85 88 90 93 97 100
79 80 83 85 88 g1 94 97 100
3 80 82 84 87 #0 93 97 100
.3 80 82 84 87 490 93 97 100
78 80 82 85 88 aC 93 97 100
79 81 83 86 89 92 95 99 103
7 79 82 84 87 90 93 97 100
ki 7% 82 84 87 90 93 97 100
77 79 82 84 87 90 93 97 100
77 79 82 84 87 90 93 97 100
79 81 84 86 90 93 97 101 104
76 79 81 84 87 9 93 97 100
76 79 81 &4 87 90 93 97 101
78 80 82 86 89 92 96 99
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TABLE B-14: Effective Yield Per Mill Per Studenmt By Year By Town  (Continued)

(New System, Commission Recommendation of Alternative 2)

New Fairfield
Torrington
Fast Hartford
Madison
Milford

New London
East Haddam
(Goshen
Woodbury
Norfolk
Waterbury
Danbury
Colebrook
Putnam
Ridgeficld
Windsor
Suftield
Stonington
Deep River
Litchfield
Bridgeport
Barkhamsted
Beacon Falls
Chester
Bethlehem

Windsor Locks

Naugatuck
Shelton
Killingwasth
Manchester
West Haven
Warren
Meriden
Brookfield
Union
Guilford
Cheshire
Newtown
Cromweli
Glastonbury
Franklin
Ansonia
Bethany
Newington
Bethel
‘Thomaston
Salem
Clinton
Southington
Oxford
Windham
Killingly
Derby
Wallingford
Montville
Columbia
Morris
Hartland
New Hartford
Portland
Ilast Lyme
Winchester
IZast Granby
Simsbury
Eastford
Woodstock
Canton

East Windsor
Plainville
Somers

South Windsor

Middlefield
Sprague
Ashford

19711972

G4
63
63
63
(1%
[iB]
63
62
62
62
61
61
60
59
59
59
59
59

58

H8-

H8

65
64
66
64
644
64
64
63
63
63
63
62
61
61
61
61
60
60
59
59
B
59
HY
By}
58
H8
58
58
7
hT
b7

H2

<

49

46

45

1973

66
66
65
G5
63
66
65
65
65
64
65
G
63
62
62
62
62
62
61
61
61
6O
60
60
60
60
6O
60
59
H9
h9
H9
H8
b7
H6
56
56
56
506
55
5h
hb
hb
54
H4
54
BT ]
54
h3
53
53
53
53
52

52

52
51
50
50
50
49
49
49
49
49
49
49
48
48
47
47
46
46
46

1974

67
67
67
67
67
68
67
66
66
66,
67
65
6H
64
G4
64
64
G4
63
63
64
62
62
63
62
62
32
62
62
62
62
61
GO
H9
59
59
59
58
58
58

1975 1976

69
69
(69
69
69
0
68
68
68
67
69
67
67
67
(43
66
66
66

65

70
71
71
70
70
72
70
70
70
69
71
G4
69
6Y
68
68
68
68
67

67

69
67
67
67
66
66
67
66
66
66
66
66
65
64
4
64
44
63
63
63
63
63
63
62
62
62
62
62
62
62
62

62
61

60
60

© 60

59
59
59
59
59
59
58
58
58
58
58
57

57
57
57
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84
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93
93

97
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97
N
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102
97
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96
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97
98
96
96
96
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97
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96
96
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96
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95
95
95
97
96
96
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95
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94
95
94
0
95
G5
95
46
95
¥
94
94
W5
94
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100
100
1M
100
100
105
101
100

94
99
105
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100
101
99
99
9
100
100
a9
107
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99
100
99
99
100
99
99
100
100
98
101
98
98
98
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98
99
98
98
100
- 98
98
99
99
98
99
98
98
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TABLE B-1.1: .Effective Yield Per Mill Per Student By Year By Town (Continued)
o (New System, Commission Recommendation of Alternative 2) -

1979 1980 1981

Seymour 40
Norwich 40
.\lnnr;u- 10
Iast Hlampton - A0
Mansficld ™ 40
Watertown 39
Harwinton Rl
Granhy 3
Burlington 38
North Branford 18
Lebinon B
Bolton a7
Willington uv
Marlborough o
PPlymouth a7
Vernon 37
Stafford 3
Preston 36
Brooklyn a6
‘I'hompson 36
Prosaeet 6
Ledyard 35
Eilington K]
Colchester 3
Durhamn BE|
Hehbron 3
Hampton 39
Pomfret R
Andover w2
Volusstown 3
CGriswold RS
Bristol 31
Plainfield 230
Enficld 30
Fast Haven 30
Scotland 29
Bozrah 29
Coventry 28
Lishon 28
Waoleott 27
Tolland 27
Canterbury 26
Chaplin 22
Sterling 21
North Stonington 16
State Average 62.5

19711972

42
42
42
42
12
42
42
11
A0
do
10

A0 .

10
39
39
20
)
28
a8
Bt
38
Kin
a7
30
36
36
36
35
34
34
B!
o]
33
32
32
31
31
20
30
30
29
25
25

19

1973 1974

46

45

-

et

42
12
A1
A1
11
40
40
40
29
38
29
28
a8
s

37

36
36
36
B3]
35
3
34
31
3
25

€44 661

10
)
A4
a0
44
449
449
48
48
18

46
16
45
45
45
A5
44
A4
43
£
43
42
42
41
11
41
40
40
40
30
36
06
3
68.5

1975

A N}

> Al
N

ot

RS = R )
121

He
He

H2
51

!

H1
O

3

50
50
50
50
19
19
19
48
48
48
48
18
A7
47
46
46
46
16
45
4D
44
42
42

3$8

1976
HI
T
56
57
B
a6
Hiy

0.7 729

1977
61
62
61
61
61
61
60
i}
60)
]
(H1]
Gi)
Hy
Hh
54
60
HY
9
H)
H9
i
H8
1
hR
s
8
Hy
T
b
H1
i
I
57
6
ah
Hd
Hh
i
O
BE|
H
52
H2

19

5.3

Table B-15 shows equalization progress for
each town by presenting (1) its 1971 yield per
mill per pupil and (2) what yield might be under
current trends in 1975, 1980 and 1985 against (3)
its total effective vield per mill per pupil in 1975,

Town

Greenwich
Salisbury
Canaan
Cornwall
Middlebury
Lyme
Roxbury

1978
fi-]
65
(15}
18}
61
il
i
(G
63
G
65
(1344
(Y]
6
63
(33
[}
62
62
6
62
62
62
62
61

1980 and 1985 under

(1}
71
(51
70
[13]
64
64
(H3)
6%
68
(1]
68
68
68
68
(B3]
(3
68
68
68
68
(tin
67
68
67
67
67
67
67
66
67
66
67
66
66
6H
66
G
65
65
65
64
(I
G
G1
80.3

70
69
64
9
68
68
66
8:2.9

-
o
[

-
D

T I e M i

—— e 2Ll

=~

S =1-1-1-1-1=01=1=11=1=1=1=3~17)=1=1=12121=1=)

8

1982 1983 1981 1985 1986
N2 841 1) 91 9y
R 86 ol N 104
K1 R i 0.4 ny
Y A an ah a8
81 &1 80 04 a7
83 R4 wy 04 uy
K1 81 84 (TR 97
K1 84 S "W o7
N1 R4 8K 94 o7
81 IS8 ]R8 o4 i
K1 84 Ry 04 it
81 N8l Kit 01 oy
81 s KR an a7
81 R SR8 0 o7
81 8.4 84 494 a7
82 8 84 9h . 488
81 o 8Y 94 98
81 83 88 | 97
81 81 R8 04 97
81 81 R4 o4 ax
81 w i3S a4 i
S0 8 88 03 o7
80 R 88 4 a7
81 813 89 91 97
80 5 88 95 a7
80 [ 88 93 06
80 3] 18 01 97
80 81 KR a3 97
&0 8 K8 93 96
80 ]2 87 43 91
81 84 89 9% 08
80 83 88 o4 o7
81 81 NG 45 98
R0 ]2 88 93 a7
R 24 88 9.4 97
4 ]2 87 02 96
R0 R 88 91 97
79 82 K8 o3 973
70 82 88 93 97
79 81 &7 02 96
79 ]1 87 94 96
79 81 ]7 93 96
78 81 86 93 96
78 81 87 9%, 96
76 7Y 85 91 94
88.6 91.6 947 98.0 101.1

the Commission recom-

mendation of $20 million per year._in aid for
SELOF., This is, in effect, a summary of just
how much equalization can change inequality,
illustrated on a town-by-town basis,

(Recent Trend Projections vs. New Systerﬁ)

1971

178
119
111
107
103
103
101

Recent Tren‘d_l’—l_'g_iected_

1975 1980 1985
221 291 381

145
134
133
121
124
125

75

238
212
232
180
198
212

TABLE B-15: Effective Yield Per Mill Per Student Comparison

New System

1980

187
128
120
116
112
112
110

1985



TABLE B-15:

Town

Haddam
Westport
Darien

New Canaan
Stamford
Sherman
Essex

Old Saybrook
Middletown
West Hartford
Southbury
Westhrook
Easton
Bevlin
Sharon
Hartford
Fairfield
Old Lyme

_ Stratford
Hamden
Kent
Bloomfield
New Haven
Rocky Hill
Wiiton
Redding
Watcrford
Branford
Groton
Bridgewater
Washington
Woodbridge
Westc -
Farmington
Norwalk
Wethersfield
Grange
North Haven
Avon
New Britain
North Cana:
New Milford
Trumbull
NMew Fairfield
Torrington
East Hartford
Madison
Milford

New Londoty
East Haddam
Goshen
Woodbury
Norfolk
Waterbury
Danbury
Colebrook
Putnam

Effective Yield Per Mill Per Student Comparison  (Continue:dd)

1911
100
98
97

9
Jo

92
92
89
81
87
&6
85
5
85
83
82
82
81
81
79
78
77
77
76
75
T
74
74
73
73
72
72
71
71
71
70
€9

69

69
69
68
67
66
64
64
63
63
63
63
63

62
62
62
61
61
60

59

(Recent Trend Projections vs. New System)

&

Recent Trend Projected
1980

1475

118
113
113
98
109
98
110
108
105
93
111
100
7
a7
97
88
a2

102

78

74

83
93
69
76
72
68
69
70

76

—_
eV ENL Y
B B

=
-

—_ e =TT

et ik bk ot ke ok dmd o
STl LY
- —

122

t
4

Pk
—_—
Holie o1

96
106

)
109
107
111
113

76
110
109
111

109
134
98
108
102
125
115
114
85
96
99
97
52
121
95
90
91
80
91
116
M
101
119
152
30
100
88
80
82
86

1985 1975
161, 102
167 101
114 97
162 96
113 96
181 95
183 o0
166 0]
115 90
237 ]9
119 89

55 89
147 86
104 86
123 {5
178 85
130 %9
136 81
13 81

76 80
135 79
136 78
140 78
115 78
135 77
188 77
116 76
135 76
125 . Y6
172 75
150 75

% 73
121 73
117"“ 73

44 73
168 7
116 71
109 70
111 69

N 70
111 70
163 69
111 0
131 1
170 a9
249 pes

ol 69
130 o8
108 70

3 68

7 68
106 68

New System

1980

109

107

106

102

101

101

98

o7

a6

95

a1

91

91

92

91

91

90

90

88

87

86

86

93

81

83

83

81

83

84

83

83

83

82

83

84

82

82
82
82
85
82
82
81
81
82
82
81
82
85
82
81
81
81
85
82
81
82

1985

114
112
111
107
106
106
103
102
10i
100
99
100
99
98
]
110
98
98
98
98
98
08
110
98
97
98
98
98
98
97
98



TABLE I3-15: Effective Yield Per Mill Per Student Comparizon (Comtinued)

(Recent Trend Projections vs, New System)

Town Recent Trend Projected © New System
1971 1975 1980 1985 1975 1980 1885
Ridgefield 59 60 61 61 67 R0 96
Windsor 59 67 78 - 91 67 81 97
Suffield 59 69 85 105 67 80 96
Stonington 5Y 69 21 103 67 81 97
Deep River 58 59 GY 61 67 81 97
Litchfield 58 70 90 116 66 80 96
Bridgeport ‘ 58 60 61 68 69 86 104
Barkhamsted a7 73 99 135 : 66 80 94
Beacon Falls 5T 67 82 101 66 80 06
Chester a7 70 90 116 66 80 97
Bethlehem 57 69 88 113 66 80 96
Windsor Locks 57 65 77 90 66 80 97
Naugatuck 57 66 80 97 » 66 80 97
- Shelton 57 65 78 93 66 80 96
Killingworth 56 G 108 156 66 80 96
Manchester 56 66 82 101 - 66 80 97
West Haven 56 65 79 95 66 81 98
Warren 56 56 H6 56 65 79 96
Meriden 54 61 71 83 65 81 98
Brookfield 53 59 67 T8 64 79 96
Union 53 62 77 90 61 79 96
Guilford 52 64 81 104 64 79 96
Cheshire 52 60 71 84 63 vk 96
Newtown H2 56 61 67 63 79 96
Cromwell ) 52 59 69 81 63 79 96
Glastonbury . 51 67 94 132 63 79 96
Franklin 51 58 69 81 63 79 96
Ansonia 51 59 73 89 63 80 98
Bethany 50 57 66 76 63 78 96
Newington 50 59 72 88 63 78 26
Bethel 50 61 78 100 62 79 96
Thomaston 50 bb 63 72 62 79 96
Salem 49 58 71 88 62 78 96
Clinton 49 58 71 86 62 79 96
Southington 49 58 70 86 , 62 79 HES]
Oxford 49 59 75 96 63 78 96
Windham 48 54 63 73 62 80 98
Killingly 48 ) 51 -~ b4 58 62 79 97
Derby 48 57 69 85 6 79 97
Wallingford 48 55 66 73 61 78 96
Montville 47 56 70 87 61 78 96
Columbia 47 51 58 64 60 78 96
Morris 16 52 61 71 60 78 96
Hartland 46 47 48 50 60 77 95
New Hartford 45 52 64 78 60 78 95
Portlazid 45 47 50 53 60 78 96
East Lyme 44 52 63 77 6G 77 95
Winchester 44 - 50 59 70 59 8 96
East Granby 44 49 55 63 59 77 95
Simsbury 44 48 55 62 59 77 95
Eastford 43 51 62 76 59 77 95
Woodstock ; 43 - 51 62 76 59 77 96
Canton 43 50 61 73 59 77 95
East Windsor 43 51 61 75 b9 i . 96
Plainville 42 49 60 74 58 77 96
Somers 41 49 60 73 : 58 71 95

South Windsor 41 C 47 54 64 58 77 . 95

7




"TABLE B-15: Effective Yield Per Mill Per Student Comparison (Continued)

(Recent Trend I’rojections vs, New System)

Town

1971 1975
Middlefield 11 48
Sprague 41 40
Ashford 11 46
Seymour 10 39
Norwich 40 43
Monroe 40 47
East Hampton 40 60
Mansfield 10 45
Watertown 39 43
Harwinton 39 15
Granby 38 45
Burlington 38 45
North Branford 38 44
Lebanon 37 A7
Bolton 37 44
Willington 37 42
Marlborough 37 19
Plymouth 37 . 40
Yernon 37 43
Stafford 37 43
Preston 36 45
2rooklyn 36 11
Thompson 36 39
Prospect 36 11
Ledyard 35 12
Ellington 35 13
Colchester 34 39
Durham 34 42
Hebron 34 37
Hampton 33 42
Pomfret 33 39
Andover 32 35
"Voluntown 31 37
Griswold 31 35
Bristol 31 36
Plainfield 30 32
Enfield 30 . 32
East Haven 30 35
Seotlzad 29 31
Bozrah 29 34
Coventry 28 33
Lisbon 28 32
Wolcott 27 31
Tolland 27 31
Canterbury 26 33
Chaplin 22 23
Sterling 21 26
North Stonington 16 17

Table B-16 is an illustrative example on a town-
by-town basis, of what equalization could bring
about for tax rates and school expenditures. (This
table deals only with local and SEEOF property
fax revenue and does not include the $300-$400
zdditional State and Federal aid expected to con-

Recent Trend Projected

New System

1980 1985 1975 19a. 1985
58 71 -8 77 95
40 39 58 77 95
53 61 58 7 95
38 37 59 T 95
48 53 5% 78 98
57 70 58 76 95

101 170 HT 77 96
H3 62 57 76 95
50 57 o7 76 95
5H2 61 ' 57 76 95
56 70 56 76 95
55 68 56 76 95
53 641 56 76 95
62 81 ’ 56 76 95
55 67 56 76 95
49 57 56 76 94
68 96 56 76 95
43 47 - b6 76 95
52 62 56 77 96
53 64 55 76 95
60 79 55 76 95
48 57 56 76 95
44 50 55 76 95
48 58 55 76 95
51 64 55 75 94
56 73 55 75 95
46 55 55 76 95
55 73 54 75 94
42 48 54 75 94
56 76 54 75 95
47 58 54 75 94
40 44 53 75 94
45 55 54 5 94
41 48 53 76 96
44 54 53 5 95
35 38 53 76 96
35 37 53 75 94
43 52 52 75 95
35 38 52 74 94
41 50 52 75 95
41 50 52 75 94
40 48 51 74 95
36 42 51 74 94
38 47 50 74 94
46 63 49 74 94
23 24 48 73 94
35 45 45 73 94
18 19 38 71 93

8

tinue or increase in the future.) Table B-16 shows
current (1570-71) lecal school funds and effective
mill rates for school support on current full mar-
ket value, followed by comparable figures of what
each might be in 1985 under the alternative rec-
ommended by the Commission. This table shows
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that all towns will be able to tax at lower rates or
spend more by 1985 — 2 not surprising conclusion,
but <till informative when the significant amount
of change is examined. More inportant, perhaps,

the table showsx that. whereas bnth available
school funds now vary by ax much as 190 and
school tax rates by a muitiple of 5. the new svstem
could kring both much more closely together by
1985.

TABLE B-16: Hlustrative School Expenditure and School Tax Rates

Property

Property Property Projicsry

Tax Yield Tax School  Tax Yield Tax School

for Schonlxs Rate for Schoola Rate

Per Ntudent, In Mills  Per Student, In Mills,
Town 1971 1971 1985 1985
Greenwich 1027 5.8 2262 1.8
Salishury 941 7.9 2000 15.5
Canaan 1128 1.1 REEY 19.8
Cornwall 9492 9.3 2185 18.1
Middlebury 708 6.9 1727 14.8
Lyme 889 8.7 1057 16.8
Roxbury (this 9.2 2059 17.8
Haddam 685 6.8 1714 15.0
Westport 1199 12.2 2639 23.5
Darien 1384 14.3 3047 27.6
New Canaan 1176 12.7 2591 21.3
Stamford 962 10.4 2118 19.9
Sherman 815 8.9 1794 16.9
Fssex 905 10.1 1992 19.3
Old Sayhrook 861 9.8 1896 18.6
Middletown 742 8.H 1745 17.2
West Havtford 1081 12.6 21381 23.9
Southbury 708 8.3 1727 174
Westbrook 753 8.9 1752 17.5
Fasten 1074 12,6 2365 23.9
Berlin 62 9.2 1756 17.9
Sharon 1060 12.9 2334 23.6
Hartford 1015 124 2214 20.3
Fairfield 880 10.8 19148 19.8
0Old Lyme 858 10.6 1729 19.2
Stratford 820 10.4 1805 18.4
Hamden 942 12.0 2072 211
Kent 913 i1.8 2010 20.6
Bloomfield 974 12.7 2146 -~ 21.9
New Haven 875 115 1957 17.6
Rocky Hill 972 13.0° 2141 21.9
Wilton 1209 16.3 2663 274
Redding 1070 14.5 2355 24.2
Waterford 670 9.1 1706 17.4
Branford 701 9.6 1724 17.7
Groton 480 6.7 1609 16.4
Bridgewater 936 129 2062 21.3
Wasiington 938 13.1 2066 21.2
Woodhridge 1037 14.6 2283 23.6
Weston 1115 15.7 2455 254
Farmington 896 12.6 1973 20.3
Norwalk 802 11.5 1778 17.9
Wethersfield 865 12.5 1906 19.7
Orange 0927 13.5 2041 21.1
North Haven 915 14.2 2148 22.2
Avon 944 13.7 2078 216
New Britain 603 8.9 1670 16.6
North Canaan 883 13.2 1945 20.1
New Milford 774 11.7 1763 18.1
Trumhull 756 118 1753 18.2
New Fairfield 878 13.8 1934 20.0

RIC

Property Property Property Property

Tax Yield Tax School  Tax Yield Tax School
for Schools tate for Schools Mate

Per Student,  In Mills  Per Student,  In Mills.-
Town 1971 1971 1985 19K5
Torrington 614 a.7 1676 17.2
Fast dlartford HER) 1.9 2080 214
Ridgefield Gzt 157 2050 214
Windsor T1H 12.5 1747 18.2
Suflield. 659 1.2 1701 17,7
Stonington T17 12,2 1732 18.0
Deep River 782 13.5 1767 18.2
Litehfield 926 16.1 20:18 21.3
Bridgeport 601 105 1669 16.2
Barkhamsted 806 “14.1 1780 18.6
Beacon [alls 286 8.5 1606 188
Chester 785 13.7 1769 18.4
Bethlehem 669 11.8 1706 17.9
Windsor Loeks 698 12,3 1722 17.9
Naugatuck 567 10.0 1651 17.1
Shelton 531 9.4 1631 17.0
Killingworth H62 10.0 1648 17.2
Manchester 726 13.0 1737 18.0
West Haven 761 13.7 1756 18.1
Warren 905 16.2 1992 20.9
Meriden 583 10.8 1659 17.0
Brookfield 815 15.4 1794 18.9
Union 686 13.1 1715 18.0
Guilford 831 15.9 1820 19.2
Cheshire 788 15.1 1771 18.6
Newtown 891 17.2 1962 20.6
Cromwell 602 11.7 1670 18.0
Glastonbury 740 14.4 1744 18.3
I'ranklin 565 11.1 1649 17.3
Ansonia 544 . 108 1638 16.9
Bethany 867 17.2 1908 20.1
Newington 862 17.1 1899 20.0
Bethel /73 810 16.3 1784 18.7
Thomaston 551 11.1 1642. 17.2
Salem 6h8 13.4 1760 17.9
Clinton 657 13.4 1699 17.8
Southington 586 12.0 1661 174
Oxford 573 11.8 1654 17.4
Windham 738 15.3 1744 17.9
Killingiy 605 12.5 1671 17.3
Derhy 615 12.8 1676 175
Wallingford 632 13.2 1686 17.7
Montville 576 12.2 1655 174
Columbia 857 18.3 1887 19.9
Morris 906 19.8 1994 21.0
Hartland 707 15.5 1726 18.3
* New Hartford 964 21.5 2122 22.4
Portland 706 15.8 1726 18.1
East Lyme 713 16.2 1730 18.3
Winchester 585 13.3 1660 174
East Granby 836 19.0 1840 19.6

79
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TABLE B-16:

Property Properiy Praperty firoperty

Tax Yield Tax School Tax Yield Tax School
for Schools Rute for Schools Rate

Per Student, In Mills  Per Student,  1n Mills,
Town 1971 1971 1955 1985
Madison 706 11.2 1726 17.9
Milford 645 10,2 1693 17.5
New London 922 14.7 2024 19.9
East Haddam TR0 11.2 1728 17.7
Goshen an4 14.5 1989 20.7
Woodbury 670 10.8 1706 177
Norfolk ) 87 12.8 1770 18.4
Waterbury 708 11.5 1727 17.0
Danbury i 12.% 1762 18.0
Colebrook 910 1.2 20004 20.7
Putnam 511 8.6 1620 16.6
Simshury 725 16.5 1736 18.1
Eastford 714 16.6 1793 18.3
Woodstock (18 114.3 1678 17.7
Canton 760 17.6 1755 18.6
Fast Windsor 789 18.3 1771 18.7
Plainviiie 664 15.8 1703 18.0
Somers 691 16.8 1718 18.2
South Windsor 0 18.8 1761 18.7
Middlefield T80 10.2 1766 18.7
Sprague 553 13.6 1643 174
Ashford 506 12.6 1619 17.2
Sevmour 544 13.6 1638 17.4
Norwich 597 14.9 1667 17.2
Monroe 714 17.9 1730 18.4
Fast Hampton 711 17.8 1729 18.2
Mansfield | 836 20.9 1840 19.6
Watertown 617 15.6 1678 17.9
Harwinton 743 18.8 1746 .18.6
Granby : 699 18.3 1722 18.4
Burlington T4 194 1741 18.6
North Branford 606 16.1 1672 17.8
L.ehanon 570 15.2 1652 7.5
Bolton 790 21.2 1772 18.9

As one example of how the new system might
work, the next-to-last town of Sterling in Table
B-16 now has $437 per student available from local
funds, and the 1971 school tax rate is 20.5 mills.
The 1985 totals could show an increase in school
funds to $1,580 (near the likely State average for
1985) while the tax rate could fall to 17.0 mills—
Loth at the same time. Or, of course, the town
might choose a lesser rate of increase in school
expenditures, which would permit an even greater
decreate in school tax rate. .

Using this example to interpret the compari-
sons, a careful examination will show just how
much increase in school funds a town could
choose (depending entirely upon its own deci-
sions) and, in many cases, tax reductions even
with substantive increases in school funds.

80

Bustrative School Expenditnre and School Tax Rates (Cont.)

Property

Property Property Proprriy

Tax Yield Tav ¢ . a0l Tax Yield Tax Rchaal

for Rchools Hate for Xchools Rate

Per Student, In Mills ’er Student, In Mills,
Town 1971 1471 1953 1955
Willington 27 195 1737 18.6
Marlborough 1059 28.0 2288 A
Plymonth 518 1.0 1624 173
Vernon 699 19.0 1722 18.2
Stafford 638 17.4 1689 17.9
Preston 662 18.5 1702 18.2
Brooklyn H84 16. 1660 17.7
Thompson Hhd 15.5 1647 17.1
Prospect AR7 187 1607 171
Ledyard 66 16.1 1650 17.5
Ellington 821 29.6 1815 19.4
Colchester. 730 214 1759 18.5
Durham 780 23.0 1766 18.9
Hehron 766 22.6 1758 18.9
Hampton 690 20.7 1717 18.3
Pomfret 562 17.1 1648 17.6
Anduver ‘el 25.1 1782 19.1
Voluntown 03 16.0 1616 174
Griswold 377 12.0 1547 16.4
Bristol . 619 20.2 16579 17.9
Plainfield 478 15.7 1602 16.9
Enfield 555 18.3 1644 17.6
Fast Haven H85 19.7 1660 17.7
Scotland 736 2h.: 1743 18.8
Bozrah na 18.9 1635 17.4
Coventry 638 22.5 1689 18.1
Lishon 164 17.0 1579 17.1
Wolcott 503 18.7 1616 17.4
Toland 662 24.8 1702 184
Canterbury 408 15.8 1564 16.9
Chaplin 724 32.5 1736 18.8
Sterling 437 20.6 1580 17.0
North Stonington 508 31.8 1618 17.7

The next result of the new svstem will be, then,
hoth (1) more available funds and lower school
tax rates for some towns, or more funds at similar ~
tax rates for others (or less increase and more
tax reductions for any that chose that alterna-
tive), and (2) a likely narrowing of current
differences in spending and tax rates (because
gaps are now created by the system of local
wealth variation and the effects of this will be
neutralized). Overall, the new system means more
equity and more opportunity for most towns and
their students — the Dbasic objective of the rew
system.

Impact on Central Cities

One point which has not been developed at any
length thus far is the special problem of the cen-
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tral eity
several cities where tax rates are very high and
educatienal expenditures are also relatively high
— in contrast to the normal pattern in the State
where high expenditures usually accompany low
tax rates, or vice versa. This situation does not
mean, however, that eentral eities do not nave
sighificant tax and expenditure problems. Almost
evervone is aware of the tinancial plight of the
cities: budgets are tight and yet taxes increase
every vear, leading to a cyvele of higher taxes
driving out middle-income and business taxpayers
and leaving fewer and fewer to carry the burden
of city services.

The central city tax erisis is a problem which
the Commission has recognized and with which
few would disagree. But this is nat a problem of
the educational svstem. Central ¢ity tax rates are
high — and they are very high, 2 te 3 times other
towns in the State — not because of school ex-
penditures, hut because central cities must spend
very large amounts on services other than educa-
tion. Further aid to cities is necessary to enable
them to rerfduce their taxes to a level competitive
with other towns in the State. But the need is for
aid based on extra general government needs; a
school finange program should not be the primary
method of solving this problem.

In spite of this, however, the ideas advanced
hy the Commission are not without significance
for the cities. The proposal suggested in these
pages can be of substantial aid to some of our
central rities and in the long run may I of con-
siderable significance to all of them. Specifically,
this program could oper:te to aid our central cities
in three respects: serving as insurance against
falling property value per student, establishing
the principle of special aid for special educational
needs, and removing incentive for exclusionary
zoning,

Wh. e it is not anticipated that great gains will
come to our central cities in the inmediate future
from implementation of the Commission’s pro-
gram, a caveful examination of the trend in some
of our central rities would suggest that the new
program of sliaring increases in tax hase through-
out the State may ke of benefit to central cities
in the long run, In some cases, it looks fairly clear
that significant benefits will accrue eventually.
In other cases, the new system may be thought of
as an-insurance policy: that if property values
per student stop rising, or rise more slowly than

We have in the State of Connécticut .
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the R4nte average, a city is assured of a growth
rate equal to the State average, The central city,
in effect. need never fear falling below the State
average as it might if somz recent or projected
trends were to prevail.

The principle of reimbursing school distriets
for special costs of special educational needs is
also important for our central cities. The bonus
of 257, for students who need special educational
services — some of these students being found in
all income groups and all towns, others heing
concentrated in certain areas, in many cases cen-
tral cities — is an important principle for the-
central city school systems themselves and for
broader trends in the State. This wrinciple per-
mits the central rity to expect its tax revenues to
produce an extra amount for these students with
special needs, and thus guarantee the extra funds
which it is believed are necessary for effeciive
education among some of our inner-city students.
In addition, the principle of giving extra funds
for any students in need of extra attention in any
town in the State helps provide a hit more incen-
tive for suburban schools to he onen to new resi-
dents with children needing special educational
help which would be paid for by the honus.

The last benefit of this program to towns is the
effect on current practices like exclusionary zon-
ing. While the new finance system forces no one
to move, 1t removes current incentives for a town
to exciude those whose home value is such that
taxes paid du not equal the cost of education for
children living in those homes. Thus, td the ex-
tent existing financial incentives may now cause
suburban towns to keep out lower-income persons
from central cities, the voluntary changes in
suburbs induced by the new program may be very
beneficial to the cities.

Overall, the impact of this new program on
cities might be termed mildly favorable — not aid
of the magnitude needed, hut useful help related
to the substance of the school preblem. No city
taxpayer skould oppose this program, for it is
beneficial to him as well as all others, but this
necessary referm should not obscure the impor-
tant special property tax needs of the cities.
Timetable for Implementation

In designing this new mechanism, the Commis-
¢ion has assumed, and will encourage, movement
toward operation as quickly as possible. Eich year
that goes by means more children suffering the



Q

ERIC

Aruitoxt provided by Eic:

inequality, taxpayers carrving a heavy tax hurden
longer, and & more costly bill and or a longer
period to correct the problem.

At the same time, however, this mechanism and
the means by which it can he implemented have
heen designed to come into operation over several
vears for good rezson. In addition to the prohibi-
tive cost of immediate equality — or the unhappy
alternative of suddenly cutting expenditures in
sene towns — an overlv-rapid changeover could
be harmful to many. Most important, it is be-
lieved that low-expenditure school districts should
he given aid to catch up at a moderate pace in
order to plan cirefully how to spend the extra
funds {or whether 4v take a tax cut, which will

undoubtedly be desirable in some towns). High
expenditure towns should he given time to slow
their rate of expenditure inerease te make Luge
tax increases unnecessary if that alternative is
desired. And property owners in towns where
scheol spending and or tax rates are changing
due to the program should not be subjected to the
windfall losses and gains in property value that
overly-rapid equalization might preduce.

Moderate speed, then, is the suggestion, hut an
immediate beginning is critical. For the costs of
delay ars considerhble, and i action does not
come, it may be thot the worsening situation will
lead us to sudden and drastic action as the price
of delay now. '

lmplcmcnlali(m of the New S)‘-’Slcm

This section is devoted to a series ¢f questions
that the legislative and the executive hranches of
our State government will need to address hefore

passing upon the Commission recommendations.

These considerations include the administration
of SEFOQOF, the mechanics of SEEOF operation,
and a variety of miscellaneous questions, com-
ments, and umresoived issues to be answered or
noted as deseiving further analysis.

Adnzinistration of the Equal Opportunity
Fund '

The Commission makes no recommendation as
to the personnel to staff SEEQOF, the selection of
its leadership, or the structure of the group.
Rather, the Commission will simply define the
mandate and review the tasks of SEEOJF, then
draw some evident conclusions about how it might
be established. ~ o

1. The job of SEEOF is simply to establish
base data on tax rates and school finance reeeipts
in cooperation with tle towns and the State assess-
ment analysts, then collect and disburse funds in
accordance with the Act which incorporates mech-
anisms detailed in this Report. The job of SEEOF
is, therefore, primarily. a technical one — the
mechanisms are automatic because each town is
entitled to certain funds and no applications are
to be made, weighed, or politically influenced.

2. The SEEOF mandate is to distribute as
much as it can each year by stepping up the
reimbursement schcdule annually to use up all

income, but never to go into deficit. SEEOF would
determine State average vield each year and then
distribute a uniform fraction of the shortfall to
towns failing to achieve that vield; these figures
and the fraction would be inereased as quickly as

<bossible and eventually reach full reimbursement
to the State average for, if outside funds were
available, to a schedule in excess of the State
av-rage).

As the above description
should not be a political body. 1t may be that
experts of education and educational finance
should be included in SEEOT to assure co-ordina-
tion — the Commission favors top-quality leader-
ship, perhaps linked to existing state school ofii-
cials, in order to provide SEEOF with the ca-
pacity to continuously monitor the progress and
needs of the equalization program. But the funda-
mental task of SEEOF is the administration of a
technical and automatic mechanism, and it is a
key element of the Commission recommendation
that SEEOF be set up and governed by such
automatic, rather than political «d hoe, equaliza-
tion mechanisms. '

implies, .SEEO

How SEEOF Would Operate

The following steps deseribe the task and actual
operation of SEEQF. Inpart, this is a restate-
ment of points explained earlier, but it is also an
administrative description of tasks, procedures,
and concepts.

1. In the first year, SEEOF and assessment
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oflicers analyze effective tax rates and the school
system portion of total property tax collections to
determine Base Year Tax Rate and Buase Year
Tax Yield.

2. Iiach year, SEREOF informs each town whai
the State average vield is expected to he and what
portion of any shortfall in local yield vs. State
average SEIOF will reimburse. SEEOF will de-
termine those numbers by analyvsis of assessment
diata and expenditares, tax rates, and student en-
rollmert. in each town — SEEOF setting fignres
that will balance its own income anvi exnenditure.

3. Bach town will calenlate (a) its Base Year
Yield per mill per student, incveased hy 81 each
vear, and (b) if that total fasls below that State
average figure published v SEREOF, add to that
yvield a fraction, 1s announced hy SEEQF, of the
differential. From all of this, the town budget
planner can derive a figure that tells how much
property tax revenue — local funds plus SEROF
reimbursements — it can expect on a per student
ner mill basis.

1. School officials will then translate this vield
per mill per student figure into a schedule of mill
rates and expenditures — e.g., the net yield per
mill - per student might be $65, which tells the
town selectmen or the town meeting that the town
can expect the following scheal property tax
funds aceording to the mill rate chosen:

¢ mills equal to $320 per student
7 mills equal to $455 per student
8 mills equal to §520 per student
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equal
equal
equal
sanal
eual
equal
equal

9 mills
1 mics
12 mills
1 mills
16 mills

to 8585 peor student
to & per student
to 8780 per student
to 8 per student
to $1.040 per student
18 milis to 81,170 per student
20 mills te 51,300 per student
Fractismal mill rates or rates not shown car he
cadeuliated at the ratio of 1 mill equal to $65. ¥aom

this, the town seeking, fow example, $900 per.

student can see it needs a mill rate of just under
14 mills.

. Wheir each town has set its mill rate and
tax collections begin, the towr, will turi: over to
SERFQF all amounts in excess of Base Year Yield
per mill, and SELOF will return (i) the girowth
factor payvment equal to $1 per mili per stndent
in Year One, $2 in Year Two, ete. (increase of $1
each year): and () the stipulated fraction of
shortfall for those towns where Base Year Yield
nlus the growth factor still fall below State aveér-
age. Both payments are calculated on a per mill
per student basis, then multiplied by the mill rate
in effect and by the number of students.

6. Bach year, SEEOF will make these pav-
ments and then revise its State average schedule
and fraction of reimbursement so as to keep its
cumulative income and expenditures in balance.
The essence of its job is gatherving and analvzing
data on actual property tax collections by town
and then predicting the inflow and outflow of the
fund at variousr possibie estimates of the average
and fractions for reimbursement.
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Other Issues and the A’gcnda For Futsure Study

Realisticatly, the Commission could not hope to
tie down every detaii of an innovative system of
reform. 1t is hoped that enough information is
presented in this Report to stimulate discussion
of the proposal and to promote understanding of
the problem and the suggested solution.

Realizing that certain questions deserve further
analysis, the Commission recommends that
further study continue after implementiation of
the new school finance system has begun, Such
stady should be undertaken by a special body
charged with the task of reviewing the ¢fliciency
and effectiveness of school programs, expendi-
tures, and State aid. There should be hoth sub-
stantive review, in effect, of specific elements and
quality of our educational efforts hoth at the State
and local levels.

Some of tha matters with which further study
might be concerned are, among others:

1. State Cualegorical Aid Progiams: Whether
new categorical grants to localities are
needed to give school districts more incen-
tive to undertake needed programs or to
encourage any particular innovations which
would enhance the efliciency and/or effec-
tiveness of individual school districts,

Cost Differentials: No allowance has heen
made for the differentials i cost among

1o

Note on Data Aliit]ysis and Projections

The basic problem with any current data on
property taxes, and even more so on future pro-
jiictions, is one of uncertainty. Although it is

-eritical for the purposes of an equalization study,

Q
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or a court case like the Serrano case, it is almost
impossible to produce completely accurate data
which would compare tax burdens in differing
towns. Projections, on the other hand, can only
have a moderate degree of accuracy because
future tax rates and fulure revenues associated
with any tax rate are significantly affected by
local political decisions and a variety of economic
currents and cross-currents which no short-term

84

to 'ns or sections of the Stute. In general
it run he argued that differences in the need
1or capital expenditures, varied debt service
loads, transportation requirements, or sim-
ply cost of living differentials as reflected
in teachers’ salaries and the like all point to
necessary modifieations in the cimple equali-
zation formuli. Since #ll towns are rela-
tively better oft than others in some of these,
and worke off in others, no adjustment
is probably a hetter answer than complex
equslization efforts in light of the compara-
tivery small net effects. Overall, it is be-
lieved that this will not become too severe
a problem, but further study is appropriate
once substantial equity has been achieved
and differentials of a smaller magnitude,
like cost, hecome more important.

School Beads: 1t is not anticipated that the
SEEOF mechanism wonld affect local school
bonds. In Connecticut, the bonds are backed
by the full faith and credit of the town, and
funds wonld be available as needed through
local taxes to pay debt service much as in
the current system. However, further study
may be appropriate on the questions of
changes in the State role relative to school
construction costs.

study can begin te take into account. Finally, all
data of whatever sort suffer from the problems
of dealing with a variety of numbers from 169
different jurisdictions — collection of data often
lags behind by a year or itwo or more, varied
definitions make comparison of even relatively
straightforward numbhers rather difficult, and just
gathering and analyzing massive amounts of data
can be an overwhelming job.

For these reasons, it should be emphasized most
strongly that the data produced here, although
based on real numbers, are only estimates of tax
burdens now and future trends or-altered trends
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in Zhe individual towns., On the other hand. it can
be emphasized that the aggregate picture is rea-
sonably accarate. Although the tax rate for one
town msx, in fact, be somewhat more or i&ss
than what is snown in these pages, there is likely
to be a compensati  change in some other town.
The importance of the current data is simply
showing relative differences among the towns,
differences which have been shown for a few
towns at a time by other studies and which are
very apparent from the pattern which exists to-
day, no mavter how analvzed. Data on the future,
again, can e relied upon relatively well in th
aggregate, althoug., many factors will.change apy
prediction of the carrent time,

Qutlined below are some major assuniptions
and methods by which data were generated for

this report, This is not a complete or exhaustive®

study, but the methods by which conclusions were
reached will show there is enough data to formu-
late a plan for SEEOF, leaving the projections to
be revised within the framework of experience.

A. Current Duta,

1. School expenditures, both past and present,
are taken from the Connecticut Public Expendi-
ture Council reports which show total expendi-
tures and net current expenditures, each of
these hroken down by source of funds (Federal,
State or local).

2. Current tax rates are calculated by adjust-
ing oflicial mill rates for {a) assessment percent-
age variation, bringing all fractional assessments
up te 1009 ; and (b) increasing value since latest
revaluation. Most tax rates shown refer to that
portion attributed to schools of the total current
mill rate adjusted to equal mills on current full
market value of taxable property.

3. Current property values per student, as well
as projections for the future, were caleulated by
analyzing the growth over past vears according
to (a) that portion which was reflected on a
vearly basis by means of addition (of new con-
struction) to the grand list and (b) that incre-
ment of value in existing property which is only
reflected at the time of each valuation.

B. Projections.

1. In general, projections assume growth of
property values at past rates. The division of past
growth in property values explained abeve per-
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mitted the ciozest possible fit of actual valuation
to reported vadue in 1571, and subsequent years
were. predicted on growth trends previous to
1971, This projection and analysis  refer to
property value per student in all cases, thereby
recognizing that the largest increment of proj-
crty value is associated with population growth -
and is correlated with number of students.

2. Praperty value predictions fer the future,
by following the trends of the past 1 to 15 vears,
implicitly assume that increases in value (both
appreciation »f existing property and new growth
and new wealth on a per capita basis) weuld be
about the same as during the past 10 to 15 vears.
The basic assamption was an inflation rate equal

“tes the 1960°s (approximately 8¢7) and a rate of

building value inflation slightly in excess of that
consumey price inflation figure,

C. Equal Opportunity Fund Data,

1. The objective of the data explained above
was to predict what vield per mill per student
would be in the towns during the next 15 yveurs
in order to show what demands would be made
upon the equal opportunity fund under the pro-
gram outlined in the text. The operating principle
of SEEOF, ss explained, would be that all income
{as neariy as possible) would be paid out to the
towns each.year — certainly that the cumulative
balance would not grow significantly above zero.
Data shown in the text to demonstrate effective
per mill per pupil yield, therefore, assume that
SEEOF is reimbursing towns as much as SEEQOF
revenues would allow.

2. In order to predict exactly how much would
flow into SEEOTF, it is necessary to know (a)
what SELOF would receive from, or what SEEQF
would pay to, each town on each mill of the school
rate for, each stndent; (b) how many students
would be in each town; and (¢) what the mill rate
would be. The calculation of the first item, difTer-
ential between what the town pays to SEEQF
and receives from SEEOF, is derived from pre-
dictions and the plan as outlined in the text.
Recent trends of school enrollment growth appear
to be satisfactory on that item so a simple trend
has been used (although more sophisticated means
might be devised for even better predictions.)
Predicting mill rates (in effect, school expendi-
tures) is a much more hazardous undertaking in
that this reflects changing political decisions in
the towns which will interact with the level of
SEEOF activity. Thus, a fairly safe assumption
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(in terms of SEEOF needs and revenues) was
mace, that growth of school expenditures (and
thus mill rutes} would proceed at a relatively
high rate in the low expenditure towns and at a
reduced rate in the high expenditure towns. If,
as is very likely, aggregate school expenditures
increase more quickly, more monev will corne
into SEEOQF from the high tax-base towns and
mare money will be paid out to the low tax-base
towns: if the high tax-base towns increase their
expenditures faster, that would increase SEEOF's
ability to reimburse the lower tax-rate-base towns
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in that the revenue of SEEOF would be growing
faster than its projected payments.

3. Special need categories for the bonus as
outlined in the tex{ have been left far definition
at a later date, so estimates were used by town.
These estimates assumed approximately 307 of
the students in the two largest eities wauid be
entitled to the bhonus, and declining percentages
were used te 4 minimum of 55 ; these estimates
were based upon current data used by the State
in calculating SADC grants (existing aid pro-
eram for disadvantaged students).
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APPENDIX B

Dissent of Philip M. Drake

With respect te Part B of Volume 11 of the
Commission’s Report, 1 find myself unable to
agree with the majority of my colleagues. 1 do
not share the concern that the present method
of financing school expenditures in Connecticut
will be found to be unconstitutional and, there-
fore, 1 do not join in their recommendations to
adopt « method of school financing in Conneet-
icut as set forth in Part B.

I believe the proposal for egualization as con-.

tained in Part B is far superior to full state
funding. If the present method of financing edu-
cation were to be declared unconstitutional, 1
would support the mcthod proposed in Part B as
an alternative to full state funding.

While the proponents of full state funding and
equalization maintain the existing system does
not provide an equal opportunity, I :um of the
belief that the alternatives would be dizastrous
for the citizens of the State of Cunnecticut, as it
would (a) inerease the cost of education tremen-
dously, (b) legislate a practical ceiling on the
spending for education which would in, many
areas be equivalent to legislating mediocrity in
education. and (¢) result in a gradual erosion of
local autonomy whieh school boards of education
ahd our comriunities now.have. While the pro-
ponents talk of providing equal edu~ational op-
portunity, they are in effeet saying that equal
dollars are going to produce equal education, a
proposition which 1 cannot accept.
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Objection io Sections in Vol. II, Part B, Titled “School Resources
and Equal Educational Opportunity” and “Impact of the Current
School Finance System on Community Development”

We support the “equal educational opportunity

system” recommendation of the Commission for

persuasive reasons which were considered and dis-
cussed by the Commission, among these being:

The differences in resourees available to the
various towns in Connecticut to support public
education can lead to unequal educational op-
portunities.

Awareness of court attacks in the area of
schoal financing and conceérn that if progress is
not made to correct the problem of resources,
and if present court decisions are upheid, sud-
denly imposed judicial mandates might disrupt
our educational system.

Certain school systems have additional spe-
cial needs which they cannot completely finance
on a local basis, '

A “local option plan” is far more desirable
than full state funding with its implications of
probable drastically increased costs to the tax-
payers and the foss of the rights of the citizens

88

of each town of a clearer voice in determining

their educational needs.

The sections of the Report titled School Re-
sources and Equal Education Oppovtunity.” and
“Impact of the Current School Finance System.””’
however. are devoted to a great extent to a num-
ber of other issues and problems which were not
defined or discussed by the Commission. Consul-
tants were heavily relied on to draft these sec-
tions, which have been accepted by a majority of
the Conunission. While these issues and problems
deserve the concern and attention of all citizens,
their inclusion in this part of the Report can be
misinterpreted as indicating that the Commission
carefully considered them in its deliberations.
This was not done.

We feel that those reasons which were carefully
considered by the Commission in themselves sup-
port its conclusions and recommendations and
therefore object to the inclusion of the Sections
“School Resources and Iqual Educational Oppor-
tunities” and “Impact of the Current School Fi-
nance System’ in their present form.

GERALD J. MCCANN

CARL G. WARD -
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Introduction: The General Property Tax

The general property tax is imposed Dy law at
a uniform rate within cach town in the State of
Connecticut upon all property except that which
Is =pecifically exempt by statute. In Connecticut,
as in most states, the goperal property tax pro-
vides a larger amount and a larger proportion of
the total State and local revenues than any other
single tax. Approximately 507 of all taxes col-
lected in Connecticut during the vear 1971 was
derived from the property tax, while over 7o°,
of Tocal government revenue came from the prop-
erty tax.

Dependability of the general property tax lies
in the stahility it provides local governments for
revenues. Balancing of municipal budgets would
be immensely more diflicult were the property tax
not available to bridge the gap hetween revenues
from other sources and the total revenues re-
(quired. The property tax has provided a solid,
consistent base for revenue mer relatively long
periods of time; and adjustments in the tax rates
have accommodated changes in expenditures.

The Commission believes that the general prop-
erty tax should not assume a position of lesser
importance in local taxation. Since the property
tax is and will continue to be the single most im-
portant revenue source for Connecticut’s State
and local governments, the Commission has de-
voted considerable attention to remedving the
evident deficiencies in the system of assessment
of property for tax purposes.

In the coming years, formulas for equalization
of school taxes among towns, State grants based
on town grand lists, and sound local fiscal policy
will require a uniform and equalized assessment
program. The ideal assessment system will in-
sure (1) that all taxable property is located and
subject to tax, (2) that different classes of prop-
erty have different assessments and hence bear
tax burdens that are uniform, or if provided by
law are different only to the extent the law pro-
vides, (3) that individual properties of a given
type are treated uniformly.,

The grand list should be revised continuously
not only by new additions but with market value
studies (sales ratios) so that the current values
are recorded for all property owners, It is par-
ticularly important to know market values in to-
day’s highly mobile world where new highways
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and shopping centers can have dmatic apwird
offects on property values and also where urban
blight, racial umreest, and general decay can canse
rapid downwiard movement. With modern ¢compu-
ter techniques the grand list can be continually
updated and published once a vear, At loo7,
viduation, the assessment recorded is in fact the
market vidue — namely the price which o seller
should receive in an arm’s length transaction.

The effect of annual revaluation is to show
clearly the actual incremental gain or loss in
grand list valwes. ‘This information can be pro-
jected in planning future programs. With respect
to property owners, it assures an equitl assess-
ment for the same property values. It puts an
end to the constant complaint that new construe-
tion is assessed move heavily than older homes,
for example. It allows land values to be accurate-
Iv reflected in the tax grand lists.

The fact that a new assessment is created every
vear does not mean taxes will go up. The town
agency responsible for the budget controls the
tax level. For example. with no change in budget
the mill rate in most towns will decrease annually,
reflecting a constantly lower percentage of prop-
erty tax compared to assessment or market value.
The towns can thus lower their mill rates each
year or if budgets require, maintain the mill rate
while getting a higher and higher vield from the
property tax ‘because of escalation of market
values.

The assessing system which exists today is the
biggest cause of the charge of inequily o fre-
quently attributed to the property tax. At present
Connecticut has widely varving assessments due
to careless procedures, extended time for the
physical revaluations, and the valuation complex-
ities of many properties. The State badly needs
uniform procedures, improved data processing,
and more professional assessors. The Commis-
sion estimates that the towns are losing approxi-
mately 109, of their annual revenues because of
faulty valuations and failure to record certain
categories of property. Unfortunately, Connect-
icut lags behind many other states in adopting
modern assessment reforms.

The following pages detail the Commission's
program for assessment reform. A summary of
the findings and recommendations is given below.
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Commission Findings and Recommendations

Commission Findings

This Commission has foiwnd mong deticiencins
‘o the present assessing practices os detailed io
his Report. X list of major findings (s ns follows:

1. Thi ussessment percentesre of value is not
cqual betireen clayses of property.

»

The assessed value of wundeveloped land /s
grossly below the percentage of value for
other real estate.

i

Many assessors huarve wnot been properly
traived to carry out the duties of their office.

[

Some revaluation companies are not using
qualified personnel or ideal procedires, re-
sulting in poor revaluations,

I~

There s substantial loss in tax revenues from

o

owiers of wiregistered vehicles avoiding a taxr.

6. Much s ecial equipment is underassessed.

7. Public wtilitics require special attention for
assessment values,

8. There is a need for staterwide sales studies to
determine proper assessments.

9. Loral assessors need State assistance in the
valuation of special properties.

10. There is a need for revising some existing
laws and enforcing other laws to insure
equalized assessment values.

11. Charges for building permits are insufficient
and many contractors fail to disclose the true
value of their construction.

Commission Recommendations

I.Enact a State Uniform Assessment Law

A. Organization: Create a State Board of As-
sessment Swupervision with responsibility for
all property assessment functions through-
out the State, including supervision of all
local proper*  assessments.

B. Board Responsibilities: Establish and ad-
minister policies designed to insure accurate
and equitable assesiments of property
throughout the State, including specifically
(but not limited to) the following:

1. Establish a wuniform assessment doie
and a uniform fiscal year
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11,

1.

v,

V.

VI.

2o Esrablish a wniform pereent assessment

J. Kstablish a system of certification of
local ussessors

3. Review the assessments of all major
commercial and industrial properties

G Establish a sustem of cupecvision of
revaluation companies

6. Esteblish wniform aperativeg procediures

for fu'cial assessment avd revaluation

of property

~23

Requive awnnal computer-assisted reas-
sessnents

8. Establish a system of assessment sales-
ratio studies

9. Preparve an assessment of tar-cxempt
property

10. Requirve all towns to assess by personal
mspection one-fifth of the property each
vear and the entire town in a firc-year
period,

Public Aet 490 (Preservation of Farms,
Forests, and Open Space)

AL Tighter detinition of forest lands

B, Tighten definition of open smtee
Public Act 152

A, Change the minimum conveyance tax to
30c, thereby »roviding some recupture
of tar benefits derired

B. Tighten the definition of holding period
for purposrs of computing the conrey-
ance lax

Reassess «ll wunde eloped land wot under
PA 490 (Preservation of Farms, Forests,
and Open Space) to reflect present market
vahies in accordance with existing statutes.

Establish a uniform wminimum building
permit fee cf $5 per thousand doilars of
construction, and develop a wniform mini-
mum schedule of costs and fees for local
inspectors.

Require towns to convert to 1005 valuation.
with an annual computer revaluation of
the grand list and to adopt a uniform as-
sessment date and fiscal year within 2 years.
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Assessment Reform: Cost/Benefit Summary

The estimated annnal cost of administration of
this program is $5 million. This wonld include
the entire stall, office housing costs, and compu-
ter costs, This can be entirvely borne by the State
or a portion can be prorated to the towns, For
instance, computer time allocated to a particular
town can be paid by that town, and State assist-
ance to the local assessor in the valuation of spe-
cial properties can be levied to the town,

In the Commiscion’s opinion, there will he lit-
tle increased cost to the towns for having an an-
nual reassessment program becanse the money
they are now spending once every 14 vears in a
lump sum will be spread out evenly over the H-
year period,

Assessed value of dwelling honses only, on the
grand list of 1970 in the entire State is $7.506,-
696,866, There are 691,597 dwelling units which
indicates an average assessment per unit of
$10,879. After allowing fora 10 tolerance he-
tween actual sales and ussessed valuation, a study
of all the sales in ¢ of the towns surrounding
Hartford has revealed that 187/ of the total num-
ber of properties sold are assessed under 107/
of the average assessment percentage in the vear
1971, and only 37¢ were assessed above [0, of
the average assessment. This same study reveals
that as the sale price increases over the $10,000
price range, the assessment value gets progres-
sively lower than the average percentage for the
town as a whole.

From this data it is estimated that with uni-
form assessments there will be an increase of
1657 in the value of dwelling units in the State
or a total increased assessed value of $750 mil-
lion, The remaining $250 million will he derived
from underassessment of all other properties.
While specific data has not been developed in
these other areas, the Commission believes that
substantial underassessment is prevalent in some
classes of property.

Overassessment of residential property was
small in dollar amount according to the sales re-
search, but a spot check across the State of ob-
solete industrial plants which have sold during
the past 10 years reveals that some reductions in
assessed values are warranted and would be
granted in a uniform assessment program. The
overassessments resulting in grand list reduc-

95

tions are netted in the figures presented in Tabte
-1,
L} Xnd

Connecticut had 2,137.663 acres of utdeveloped
land having an assessed value of $L,0510 16.0,950
in the yvear 19702 As a matter of policy, nsses-
sors historically have disregarded the taw in the
valuation of undeveloped land, A detailed discus-
sion ol Tand value will be found elsewhere in this
report, but it must be considered in this ¢hap-
ter because it invelves a substantial estimate of
reventes being lost by underassessment,

TABLE C-1: Estimated New Revennes To
Towns After Assessment Reform

Est. Mt
Property Class lueriased Vsses.  Rervenne
Undeveloped land £1.000,000,000 350,000,000
Motor vebicles
excluding automobites  H0O,000,000 2,000,000
Real Fstate
underassessed 1,000,000,000 50,000,000
Convevance tax
P.A. 152 1,000,000
Assessment on tax
exempt property, occu-
pied by non-exenipt
parties 10,000,000 500,000
Building permit fees 2,500,000
TOTAL

ESTIMATED INCOME
Real estate

$106,500,000

overassessed 100,000,000 —5,000,000
Net Estimated Income $—l"(~)!_,:')0—0,'()'0'0

The present law pertaining to land values is no
different than for any other class of property ex-
cept for lands which qualify under Pulilic Act
490, One town studied in detail revealed that
assessments on undeveloped lots were one-third
lower than on improved properties and raw acre-
age assessments were only one-fifth those of im-
proved properties.

The Commission concluded that about half the
undeveloped land in the State has been or can be
qualified under Public Aet 490. The remaining
half, when properly assessed under present law,
will have an assessed value in excess of $1 billion
over the present assessed value.
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Same vehicle nwners avoid taxation by moving
them from town to town, utilizing the ditferent
assessment dates to avoid declarations to local
govermments,  Inoaddition, unregistered vehicles
and underassessed special equipment result in
further loss of revemue. This loss in revenue is
impossible to estimate with any degree of accu-
racy, hut the Commission feels that more than
£50 million of property in this category is pres-
ently not neing carrvied on the town grand lists,

Public Act 152, convevance tax on properties
assessed nder Public Act 490, is too recent to
produce income figures for this Report. Fstimat-
ed income in this category is based upon the new
formula being »ecommended by this Commission,

For many veas there has been a contlict he-
tween assessors and owners of tax-exempt prop-
erties over portions of tax-exempt properties oc-
cupied and used by non-exempt parties, In the
npinjon of the Commission, if the kvs s elartied
to permit assessments on such portion of proper-
tiex now enjoving exempt status, but occeupied by
non-exempt parties, or wherea competitive protit-
making Lusiness ix being conducted by the tax-
exempt owner, there would be substantial rev-
ente derived,

Table €C-1 shows estimuted gains and  losses
from the sources stated ubove. Revenues are
based upon the present State average mill rate of
50 and levels of assessment now prevailing.

Equily of Assessments In Connecticut

An equitable assessment system is one in which
all property that is subject to taxation ‘s in fact
on the assessment rolls, and each property on the
assessment rolls in a single taxing jurisdiction—
a town — has an assessment that is approxi-
mately the same ratio of true, orr market value,
unless owtherwise provided by law, Perfeet uni-
formity in the ratio of assessed to market value
is unattainable, since the market valuv of cach
and every property cannot be known precisely
except at the moment when a property is trans-
ferred by sale. However, wide variations in as-
sessment ratios can and should be avoided be-
tween different types of property as well as with-
in a given class of property.

Just how uniform are assessments in Connect-
icut? It is not easy to answer this question with
confidence, for unlike the great majority of Am-
erican states, Connecticut’s State government
does not conduct a systematic program of studies
of assessment performance. The conclusions be-
low are based on limited statistical evidence and
the general beliefs of experts in the field.

Uniformity Among Types of Real Property

Every five years, the U.S. Census Bureau con-
ducts a Census of Governments. One element of
that census is a comparison of sales prices of real
properties with their assessed value. The last
completed Census of Governments, that for 1967,
made this comparison for a six-months period in
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1966, Table (-2 presents the results, by type of
real preperty, for the 7.0 Connec.” ut towns for
which data are available,

The first column in Table -2 presents the de-
clared assessment ratios, It is evident that in
most cases, the declared ratio was well above the
actual average assessment ratio in 1966, This is
not, by itself, a matter for concern: the reul issue
is whether there are wide variations within a
town in the assessment ratios for different tyvpes
of property. Table C-2 shows that such wide var-
jations are indeed common.

The extent of variation is summarized in Table
C-3, in which the assessment ratios for other
classes of property are compared with those for
single-famiiy houses. Since a very large propor-
tion of all real property in most Connecticut
towns is composed of single-family houses, the
ratios for single-family houses and for all classes
combined are quite similar, As Table C-3 shows,
the ratios for single-family and multi-family
houses are similar in half the 44 towns for which
data exist, but in 15 towns the multi-family ratio
is more than 2077 higher or lower than that for
single-family houses. However, the disparities
are much more widespread, and more serious, for
the remaining types of property. Substantial rel-
ative underassessment of vacant lots is the rule
rather than the exception: the ratios for vacant
lots are similar to those for single-family houses
in only 12 of the 63 cases and are more than 204¢



lower in b1 towns, 17 of them having ratios for ratios for those towns, 15 of them having vatios

viicant lots that are less than hall those for sin- that are less thuan half those tor single-family
gle-tamily houses. Similarly, farms and acreage houses. Also, in most cases commercial and -
have relutively low ratios, with 28 of the 36 cases dustrial property is favored, contrinn to the prae-
falling 207 or more below the single-tamily tice in mast wrban arens in other stites, 1o

TABLE €-2: Average Rotio of Assessed Value 1o Sgles Price by Property Us. Classification,
Selected Connecticnt Towns 1966 (In Pereentages)

ACTUAL RATHONS

Declured AR Single Muli- Yacunt Farms & Cornmer- Indus-

Towus _ Ratie I_'.lu,m-,- I"ng_lpily Family - Lot Aereage cial trial
Andover 60 H8.9 59.0 0 109 23.7 0 0
Ansonia 65 91,8 91.6 98,1 79.1 0 0 0
Bethel 70 525 53.2 70.3 24.5 0 0 0
Bristol 6D 51.8 56.2 81,1 101 0 60.2 345
Clinton 65 Hl.2 55.1 72.1 20.7 0 0 0
Colebrook 65 18.7 54.0 0 20.3 18.0 30.0 0
Columbia 50 54.0 H4.9 ] 16.8 0 0 0
Coventry 65 514 585 H1.2 29.9 7.3 h3.6 0
Danbury 65 39.9 48.1 38.1 24.3 5.9 29.3 0
Darien 70 46.6 479 0 31.5 322 0 0
Deep River 65 67.4 69.1 0 36.3 0 0 0
Derby City 65 50.2 50.1 50.3 0 0 0 0
Eastford 67 51.2 51.2 0 0 0 ) 0
East Haddam 60 19.9 54.6 35.0 57.5 59.2 0 0
East Hampton 11159 404 63.3 0 25.0 29.8 15.7 0
East Hartford 67 46.7 55.0 0 40.5 0 326 0
East Haven 65 494 50.8 42,5 26.8 0 0 0
Easton 60 46.7 50.2 ] 19.0 0 0 0
Enfield 60 63.2 Hh3.2 0 0 0 0 0
Essex 60 37.8 16.9 0 17.8 0 0 0
Greenwich 85 774 781 75.5 75.3 13.9 0 0
Groton 70 60.3 57.6 56.8 58.7 0 85.3 0
Guilford 80 61.9 65.0 85.1 53.3 56.9 0 0
Fairfield 70 65.1 65.6 61.0 66.5 0 0 0
Haddam 50 52.8 528 0 0 0 0 0
Hamden 60 43.3 43.0 45.9 928.1 0 0 0
Hartford 65 54.6 56.8 D24 39.2 0 58.5 429
Killingly 60 51.9 55.1 45.4 50.14 33.7 0 0
Lebanon 70 60.1 65.4 65.8 43.1 50.7 0 0
Litchfield 60 41.1 32.8 45,3 56.8 0 0 0
Manchester 65 39.5 555 42.1 57.8 9.9 272 52.6
Mansfield 60 41.4 525 50.1 29.0 16.1 24.8 0
Madison 60 373 413 0 25.7 0 0 0
Middlefield 65 49.0 534 0 46.5 26.4 0 0
Middletown 65 53.4 553 0 44.7 0 49.7 0
Milford 70 56.4 574 63.2 24.8 0 0 0
New Britain 60 42.9 46.2 39.7 18.9 0 .0 0
New Canaan 60 89.3 91.3 0 0 0 46.0 0
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TABLE C-2: Average Ratio of Assessed Value to Sales Price by Property Use Classification.
Selecied Connecticut Towns V206 (Continned)
ACTU AL RATHOS

Deckared Al Single Mulii- Vacant Furmes & Commer- Liselus-

Towns Hutio Classes Fumily Family Lot ereage vial trial
New Haven 60 16.7 Y Y ) AT 0 3R8.6 0
New London 65 11.3 3R.5 Y 111 0 23.0 0
New Milford 65 56,8 HR. 0 0 9.8 3.0 10.4.2
Newington 65 H0.8 535 29.8 3201 H6.3 ] 0
North Stonington 70 52.4 AR.T ] 33.0 15.5 0 0
Norwalk 65 45.6 19.3 371 248 47.9 60.5 26.0
Norwich 65 4.6 n9.8 63.2 2308 0 H0L0 41,0
Old Saybrook 65 54.7 55.9 0 405 0 0 0
Orange 60 427 19.2 0 29.9 R2.5 0 247
Plainfield 60 48,7 46.8 A7.5 429 25.5 G0 0
Plainville 65 41.0 187 29.0 244 21.0 0 14.3
Putnam 65 76.3 - T16 ®3.3 0 0 0 0
Reading 50 36.9 41.2 0 16.9 20.0 0 0
Ridgefield 50 M8 . 46,5 0 315 0 ) 0
Rocky Hill : 70 56.4 HR.8 0 338 42.9 57.6 0
Salisbury 60 33.6 0 307 10.0 37.9 0 )
Sherman 33 247 259 0 10.0 13.1 15.6 0
Somers 50 412.8 46.1 50.3 21,2 0 3R.6 0
Scuthington 65 45.1 416.8 0 413 145 0 0
Simsbury 65 56.1 58.5 19.3 223 17.7 0 3%.9
Stamford 65 53.1 59.5 51.3 315 0 39.14 30.1
Stonington 70 51.7 19.3 62.1 87.5 48.5 0 0
Tolland 65 53.3 56,9 0 24.4 153 0 0
Torrington 60 18.2 53.1 0 13.7 0 0 0
Trumbull 70 H0.8 5.4 553 385 0 0 0
Wallingford 60 37.1 37.9 39.7 39.5 29.0 0 26.0
Warren 50 46.1 46.1 0 0 0 0 0
Washington 65 429 61.2 0 0 18.0 0 0
Waterbury 100 79.8 91.5 923 93.7 65.3 0 65.3
Watertown 65 5.2 - 579 HiR 35.9 41.3 0 27.6
West Hartford 55 13.9 44.8 43.8 335 0 0 318
West Haven 80 47.4 49.4 48.6 23.8 10.2 17.8 0
Wilton 60 45.2 441 193 289 60.6 0 0
Winchester 70 62.6 LY 30.1 0 0 0 0
Windham 60 40,7 428 329 53.6 30.4 35.6 0
Woodbury 66 45.6 46.0 63.0 29.7 11.0 56.2 0

Note: All numbers are expressed in terms of percent. They represent the assessed value as divided by
an indicator of present market value.

Sonrce: These data are from unpublished field tabulations used in the preparation of Vol. IT of the 1967 Census of Govern-
ments. For that Census, field investigators examined bona fide sales of properties sold during a six-months period
in 1966 and compared the sales prices with the assessed values; the ratios shown here are the results of those com-
parisons. It should be noted that the Census procedures excluded from consideration high-value properties, of
which sales are infrequent. Thus, the ratios for commercial and industrial properties refer to relatively small
business properties only; the ratios for multi-family exclude new high-rise apartment buildings and the ratios for
farms and acreage exclude some transactions involving large, expensive tracts.
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TABLE (.3

Distribation of Counectiem

Multi-
Family
Housing
Number of towns for which assessment-
sades ratio data available 44
Average assessment ratio for eliass shown
in column heading compared to average
ratio for single-family houses in that
town:
Higher by 20,04 4 9
Higher hy 10.00-19.97, 2
Within - 1077 22
Lower by 10,0 - 19,97, g1
Lower by 2000 - 19,97 6

Less than half ratie for
single-family houses

Sourees Caleulated from Table C-2,

ever, the degree of relative underassessment is
less extreme than that for undeveloped land.

Uniformity within Classes

The only hard evidence concerning uniformity
within classes is that provided by the Census of
Governments for single-family houses. The Cen-
sits Bureau caleulates a measure called the “coef-
ficient of dispersion” of assessed value-salesprice
ratios for single-family  houses sold during the
test period. That measure is the average devia-
tion from the median ussessment ratio, divided
by the median, expressed in percent. In other
words, as an approximation, if the coeflicient of
dispersion is 200, it means that most owners of
single-family houses in a town ecan expect to have
an assessment ratio that is within 207, plus or
minus, of the median ratio for the town.

A coeflicient of dispersion that is helow 20¢;
is generally considered evidence of acceptable
assessment quality when using a lower percent-
age. (It should be noted, however, that the ac-
ceptable range of error with regard to the ad-
ministracion of sales and income taxes is much
lower.) Measured by this standard, the quality
of assessment of single-family houses is reason-

929

\vrensment-Sales Ratio Variations by Real Property Chass:

Towns, 1906

TYPE OF PROPERTY
Aereage
Vieant plus .

Lats Farme Commnervinl Indusirial

6 36 25 11

5 2 1 I

- _ 1 -

12 1 1 1

4 2 3 -

27 13 9 10

17 15 1 2
ably  high in Connecticut towns, as perhaps

should be expected sinee, s Section 1B of this 1te-
port (on School Finance Reform) shows, there
is a high and increasing degree economic
homogeneity within Connecticut towns.  In anv
event, in 1966, 50 of the 5 towns for which the
Census Bureau made calculations had coetficients
of dispersion of less than 207¢, 39 of them [57,
nearty all of the larger towns were in the latter
category,

of

The Census also indicates that the quality of
assessment of single-family houses is relatively
good in another respect : the lack of any system-
atic diseimination in assessment ratios by value
of house. Since sales of high-priced houses are
much less frequent than those of lower-priced
houses, assessors have less evidence with whic¢h
to work in the former case and might he eXj.ected
to err on the side of caution, to minimize possible
litigation, and underassess expensive houses rela-
tively. This does not appear to be the case in 52
of the 59 towns studied by the 1967 Census: in
only 7 towns was there systematic diserimination
in favor of high-priced houses, However, more
recent sale ratio studies reveal a greater numbe)
of the higher priced homes are now underassessed.



The Cencus ample does not include sales of
newly constructed houses, Some foel that asses-
sars tend to nssess new honses at hgher than
average ratios, but there i< no statistiead ovidenee
ol this seopre, For other elisses of real proog
erty, there ic asn ne evidence on within.einss
varintinns in aesesstment ratios, but there are rea-
sons to heljeve that the variations are consider-
able, Commercial and industrial realty is hetero-
geneaus in nature and diflicult to assess at hest.
Many buildingzs ave highly specialized inonatore
and seldom if ever sold in the open miarket, More
generally, assessors must rely on different kinds
of evidence for ditferent properties: sales prices
for those pecently sold, construetion costs for
those recentdy built, capitalized net income for
properties that are rented hy the owners, and
estimites of depreciated replicement costs for
other<.* Combining this evidence to  produce
reasonably uniform assexsments for highly varied
preperties requires training and experience that
many loeal assessors do not possess. Mopreover,
there is some indication that the revaluation com-
panies on which many towns rely use less than
ideal methodss As for undeveloped land, the
very low patios that are prevalent (see Table
C-2) sugpest that assessors in general decline to
recognize the current state of land values as a
matter of local policy, which in turn suggests
that wide variations in individual assessment
ratios are common,

There are other reasons for suspecting a high
degree of non-uniformity for real property other
than single-family houses: the infrequency of
comprehensive revaluations; the abzence of pro-
cedures for automatically updating assessments
hetween the dates of comprehensive revaluations;
and the frequent lack of machinery for taking
into account new construction and major renova-
tions during those long interim perinds, Since
different properties do not increase evenly in
value during periods of general price inflation
(this is less true for single-family houses), these
deficiencies in assessment practices must result
in substantial non-uniformity.

Personal Property

There are also reasons for suspecting much
non-uniformity in the assessment of personal
property. For one thing, since tangible personal
property is valued annually, while real property is
only infrequently valued, to the extent that asses-

~ars do g good ioboon personal property the result
Wil be Biighor assessirent abios B personad
property as g cliss than for reid property as
vhitss, duringe periods o rising prices See Chan
C-1.

However, 1t cannot he stated that asses=ors
eneridly do o grood Job i valuing personag prop
erty. Because personad property covers suche a
wide ringe of objects and vehicles, 1t is considered
the most dith calt type of property to evadante, Tow
consi-lerable extent, personal property i~ owner:
assessod, ecther bocanse many assessors o not
have the training required t vidue <o varied o
range of assests or becise they do not e the
resotitees to evaluate book-valne cvidence of all
compithies every vear, For many types of per-
ol property, book value iz the only evidenee,
becatise there s no organized secontid-hand e

CHART C-1:
Disparity of Valnes Between Real Estate,
Motor Vehicles, and Personal Property
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ket for equipment of that type. There is such an
organized market for automaobiles and general-
purpose trucks: most towns do use the manual of
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vaduations fov antomabules prcpared anma o
the State Tax Deparrtinent, bt vse of the mansa,

i~ voduntary, ot compudsory.

Nonetheless, antorodales vbo tend o Be assessed
This ot thi 1o
medor vebneles, tn hinloye

with <o wratornnty,
nther ol
Irge tric ks, vonstrm ton couipment, and sotne
athor ~]w1‘i.‘l|17.1'l| vebhieles.

I~ Cilser

SOl Ly pes
The ||I'-'|-|1-Ill Is s
cindly <evere swith regarnd to veho des that need
not he pregistered with the State Motor Vehioie
Department, bt the Lk of pegistration s net
the onty impediment to aniform asse<sment  Any
hghly molale personad praperty iso ditheult for
il assessors to actually discover, aned this dinhi-
culty iz eonmponnded by the fact that IR towns have
iesessment dates other than October 100t takes
no wreat ingenuity or enterprise for an owner to
manhage U have his oolale fraperty
never preseat 1 town on s assessment dide.

nersotid

The Special Properts of Public Utilities

Of all of non-residential property, the
real and personal property of pobbe utihities s
by far the most ditticult to assess. Tt s a0 highly
specialized that no market tor it can be sind Lo
exXixt; in view of the utility's legal obligation to
provide preseribed services, the company cannot

types

readily sell or abandon mdividual pieces of prop.
erty, which has or should hiave a major bearing
on the valuation of that property: and the value
of cach parcel depends heavily on the rest of the
company’s investment.  Indeed, it s dithicalt to
make any valid statement about the value of a
telephone  exchange or subh-station
standing alone, Because of this, in the great ma-
Jority of the 46 states in which uatility property

an  electric

Valuation

In order to provide the framework for much
of the following discussion, 1t may bhe helpful to
explain here the ditferent types of valuation eur-
rently in effect in Connecticut,

Three basic methods of valuation have been
used and tested in Connecticut courts, These are
alled the market data approach, cost approach,
and income approach, When appraising proper-
ty. me or all of these can be uxed, depending
upon the tyvpe of property being appraised. Some-
times it is desirable to use al!l three approaches

~tate

ca respesstioe Do ssessiyr

i~ stigect o yrenerad o property tanatien, o

Fovernent o axenoy
In 21 <tites,

2 there s

WOt peerty c b wlade o et

ot e s too oo ad assessrent at alom
Ay s of respons bty Vv et ~tle anid pwen!
Jee ~tates Calrhies b

cnt, the 5 oother New pingrhunl <tates, canl 1other.

There sire vy

RESTEEII S
tncowhoon ath pubdie ut oty ssessment s adone

Tty

~tites, <\ stem dassessnent

|II st ”Il' lll.

whatt s hnown s the ot rale, ernder whach the

I~

Lite cprerpoy vaditues the entive abinty oanpany as

sV sterny aml then ases vinneus meiisures toeadhe

cates fractions of the totad system vadne to the
Incal s s hich the comgruany operates, there
1<t exprhiet valuation of andivenad preces o

utthts propecty. Ty poally, wratrale valnations
are hepby o imtluenced by capitidized net aperat
ingeineome of the compang and o the market
vidlue of the ontstanding =t h< and bonds ot the
company, ol dess amtuencal by estimates of de.
1 as walely yrree ]
that tins typeal appooach proviles o far hetter
apprroximation of narket valive for utility prope
erty in the aggregate than does the Connectient
svstenn more ver, the mnre comtnon approich
provides  for utitorm treatment of o uahty's
property, regitrdiess of ats Tocation in e state, and
it can provide more unifornity as compared to
non-utility property,  In the Caonnectient svstem,
which requires many unskitled azsessors to value

preciated  replicenent costs

hits and pieces of Hroperty whose trae vidue s
extraordinarily hard to aseertain an any
substantial under- op over-assessment of utility
pioperty, compared to other property n a given
town, is likelv to he the rule rather than the ex-
ception,

s,

Procedures

101

bhut to give greater weight to one. In the final
anadysis, a fair market value can be defined as
the price an informed owner is willing to aceept
from a prudent and informed buver without any
outside pressures,

The Market Data Approach

The market data approach is applicable when
there are ample sales of one type of property: in
this category would come unimproved land, sin-
gle family dwellings, multi-family dwellings, etc.
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The Cost \pproach

The cost appronch applies i tw megor it
gorie~, fie=t toorelitivels new bapSbigges, el e
ondly o stroctures whielh have oo ollier mtiiae
to vadue, for example ~§||L'h--|n|r|m\t-_ D T
accnpied strncture which oot nogpally oelld o
the murhetplave. Fstinating the yalne by cost
approieh imvotves two <tepst detergining the e
phacement cozt and then applomge e doss
vadhie catrsed by pdavsicad, Tt and ar vea
notic depreciation,

There are available present  evellent cost
nanals toestimate the eeplivvement enst ol ~truce-
tures, The replacement st of o pperty NS
ally establishes the upper limit of value undep
the principle of substitution, The srreatest ditli
culty i appraising by this appronceh - the deters
mination of dejireciation.
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The fneome Approach

The e e sonprooec b es U apgdieat o, o0 e
et heete bt b vt o aat Car '
progerty, |'!'w||u-l'lu'-- whon b waahd o ol
cpete naorhel o the s at o d b e the
property to pradiee aonet ananae vt e e
b ameanne technmge

Thi- appronch i the easest metbod al” vadu.
s baperty baecause ool the gt data o e
tual, The onbe npat swhinch pepinres eaga e
the deselnpment of the capatahization rate. A D0
[erenes of Jess than 170 n capitadizntion e
could madke o <ub=tantal doe dhiference.

Igredients of o inoome appsach to vadue
imchule grross neate, actaal and or ceanonoae
meonmie dated actual or perfurmanee operating exs
pertses, sund e eapitahization rate, The capatadima
tion rite involves oo eotsideration of oo ing,
retien of cquity to owtier, protit, depireciation,
risk, mondigquidite of the asset, and nuimigrenent,

L r -
sSate Assistance To Local Assessors?

Anyv o reform in tax administration withiv the
State of Connecticut ronst come alent th veigeh
closer cooperation hetween the State and Toeg!
levels of grovernment. Efforts t jmpnve the
guality of property X assessnient mii~t concen-
trate upon knittings these two fevel < of government
into a well-coordinatod, stanth v apetioning
operation. To assist in developing eloser rela-
tionships, there should be extablished at the State
tevel piroper administrative machinery ol stand-
ardized procedures,

State Board of Assessment Supersision
Presently, the burden of valuing peal estate an:!
personal property in the State of Connecticut les
entirely with the local assessor or hoard of as-
sessors, General supervision is given by the State
Tax Department, but there is no authority for

enforcement in the administrative process, The
Commission helieves that a division of the State
Tax Department should be extablished with full
leral authority to direct and supervise the loeal
assessment function. This division would he ealled
the State Boarvd of Assessment Sipervision, The
division would he composed of a Divector of Local
Assessments, respe nsible for the entive State pro-
gram, and six Assessmient Supervisors.  Fach
wottld he a qualitied valuation expert hired under
civil service rules. The supervisors would each be
vesponsible for specific sections of the State
divided ax follows: Hartford County, New Haven
County, Fairfield County, Litchfield County, Wind-
ham aned Tolland, and New London and Middlesex
Counties. These supervisors would be responsible
for all of the programs required by statewide
uniform assessments.
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Argument for Regional Districts

Based npon the experience in othey states, het-
ter assessments ~eem to reselt when the number
ol assesstment districts is reduced.

The May 1970 edition of Notieods €78 < is de-
voted entirely to the sabject “Better Axsessment
for Better Citiex™ It points out the trend in
many =tates toward consolidated assessment lis-
tricts, indicating that in 31 states, connty-size
assessment  distrvicts are <tandard.” The article
summarized the advantages of consolidation as
follows:

I Making the number of assessment distriets
small enough permits effective tate super-
vision.

It eliminates overlapping  assessment  dis-
tricts and the wasteful duplication of work
they entail,

3. Sueh reduction makes even the smallest con-
solidated assessment districts large enongh
to afTord an adequately paid full-time quali-
fled assessor and trained staff.

These recommendations of experts in the field
warrant serious consideration and may he an
ultimate goal to strive for in Connecticut. The
(ommission does not recommend at the present
time any such drastic changes in assessing dis-
tricts. However, it is recommended that towns
which are too smail to carry the financial burden
of a full-time assessor should combine with other
small towns to hire a qualified assessor to cover
the work load in the combined towns. dist ributing
the cost over each of the towns in which he works.

Local Board of Tax Review

The present system of property tax appeals is
through a local board of tax review. Connecticut’s
hoards of tax review are official municipal agencies
created to serve as an assessment review board.
They are the first level of appeal from actions of
the assessors, and their function is at an inter-
mediary level hetween the assessors and the
ecourts. Those serving on these boards are
elected, and the vast majority have had no ex-
berience in the appraisa) or assessment fields.
The Commission recommends that at least two
members of any board be qualified in a field allied
to property valuations, such as real estate ap-
praisers.
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state Board of Appeal

There is o need for o body of professional valu-
AN eXPerts to review jgesessmont < hetore a court
appeal i~ tahen. The Commission is proposing a
Ntate Board of Appeal composed of i chairman,
who is the State regional supervisor and three
professional members selected from outside the
region in which the appeal property is located.
These three protesionad menthers would he ap-
pointed by the Divector of Loeal Assessments
from a list of qualified valuation prrofessionals. A
taxpayer may make an appeal to the State Board
of Appeal at no cost to himself, and it will not he
neceszary for either the taxpaver or the assessor
to he represented by counsel. Assessors would
have the right to appeal the reduction of a4 valug
tion by the Local Board of Tax Review under this
program,

Director of Loeal Assessment

The Director of Local Assessment would he
required to promulgate rules and vegulations to:

. Mandate uniform guidelines for assessing
administration, including granting of ex-
emptions and <pecial assessiments,

Prepare. issue and  periodically  revise
guides for local assessors in the form of
cost manuals, handbooks of rules and reg-
ulations, appraisal manuals, special man-
uatls and studies, news and reference bulle-
tins, and digests of property tax laws suit-
ably annotated ®

e

Require each tax jurvisdiction to maintain
tax maps in°accordance with standards
specified by the State. Here again, uniform
standards would be established and fol-
lowed throughout the State. All parcels
would be identified through a standardized
parcel numbering system which would he
related to the assessors' map books.

In cooperation with local assessment juvis-
dictions, devise, prescribe, and require the
use of all forms deemed necessary for effec-
tive administration of the property tax.
It is intended that ‘these forms shall be
uniform throughout the State.

Establish standards for revaluations and
revaluation firms. Maintain a list of certi-
fied revaluation companies and approve
contracts between local jurisdictions and
those revaluation companies.
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6. Develap, maintain, and enforce a uniform
svstem of statewide preparation of assess-
ment rolls, tax rolls, and tax hitls,

-1

Fiatablish unit prices for lands valued un-
der Public Act 490 (Fonn "An
Act Concerning the Taxation and Preser-
vation of Farm, Forest, and Open Space
Land").

Session - -

R, Provide technical assistance o assessors
properties.

O Administer the sales ratio stwdies and
provide towns with assessment percent-
agres from sales ratio studies and appraisals,

0. Establish a svstem of statewide current

saluations through annual computer up-
dating.
1 Value all real and personal property of
public utilities.
Maintain listing of approved professional
viduation experts Tor Board of Appeal.

Powers of the State Board of Assessmrent
Supervision

The Siate Board of Assessment Supervision
shall have compulsory power over the local assess-
ing function, including the right to mand:iite pro-
cedures, conduct an audit for ecompliance at local
levels, and act for the local assessors on special
typexs of property,

Uniform Assessment Dates = Uniform Fiseal Year

Uniform  Assessment Dates

Lack of uniformity of assessment dafes and
fiseal vears creates special problems of administra-
tion. The need for statewide uniformity becomes
particularly urgent when payments are made to or
by towns based on their assessed valuation as of
a4 specifie time,

Different assessment dates also create a major
problem of where personal property and more
particularly motor vehicles are to be taxed. Some
property avoids being taxed because of different
assessment dates by heing moved from place to
place, thereby taking advantage of the different
dates for recording property.

By special act. the following towns have assess-
ment dates other than October 1: Glastonbury
and South Windsor have January 1, Waterbury

May 1. Hartford and New Canaan July 1, An-
somin. Fast Lyme, Groton, New Britain, New
London, Norwalk., Pliinfield, Stamford, Stoning-
ton. Waterford, West Hiven, and Wethoersfield
September 1, and Killingworth December 31, The
Commixssion recommends that these towns convert
to October 1.

Uniform Fiseal Year

Provision for uniform fiscal vears for all towns
throughout the State would facilitate administra-
tion of the property tax, In developing a program
of uniformity throughout the State it is necessary
for all towns to adopt the same fiscal vear. The
(Commission recommends that the {owns be on the
same fiscal calendar as the State, that is, that all
fiscal years should begin on July 1.

Certification of Assessors

Connecticut assessors are presently either
elected by the people or appointed oy the legisla-
tive bodv. Tlected assessorc ve for a specified
period of time and need not med: minimum
requirements of training to serve ou a -board.
Appointed assessors, on the other hand, usually
have had some training. but experience and train-
ing are not mandatory. The lack of technically
trained personnel has resulted in many gross in-

LY
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equities in property values, and in some instances,
complete omission of taxable property.

The Connecticut Association of Assessing Of-
ficers and the International Association of Assess-
ing Officers have developed their own programs
of certification known as “Certified Connecticut
Assessor” or ‘‘Certified Assessment Evaluator.”
These designations are attained after considerable
training and years of experience, plus a passing
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rade on wreitten examingtions. Az of th's writing,
there wre I oassessors in Connecticut hokding both
the CCA and CARK designations and 5 assessors
who have received the CCA designation only, The
conmbined distribution of these assessors covers 17
municipalities or about 107 of the State's 164
Ltowns,

Connecticut has the oldest continuous school for
assessors in the United States, completing its 27th
vear in 1972, This school is run onee a vear for
1 days and 1s sponsored jointly by the State Tax
Department. Tnstitute of Public Service. Univer-

sity of Connecticut, Connecticut Association of -

Assessing Oflicers, and the International Associa-
tion of Assessing Officers. It takes a minimum of
4 vears to complete all the courses provided in this
school—the fourth vear being an advanced course
which changes yvearly in order to expose the more
experienced assessors to new areas in which to

State Supervision of

At the present time, most of the towns in the
State employ appraisal companies to conducet their
general revaluations.  These companies can be
small or large, competent or incompetent. local or
out of State. There is no statewide requirement
as to the qualifications of the personnel emploved

to do valuation work which, 1In many instances,-

heconies quite technieal. Hence. the towns and
cities must take their chances when accepting the
bid of a revaluation company. Usually, the lowest
bid is accepted for the puvpose of economy; un-
fortunately, sometimes the resulls are less than
desirable,

Some reassessments in Connecticut have been
made by people who are totally untrained to do
the job tor which theyv were hired. These people
include high school students, college students, and
teacliers working on their summer vacations.
Often these individuals have no training in meas-
uring and properly describing a building, vet they
serve as field appraisers, Revaluation company
employees often place final values on residential
properties without a thorough study of the most
recent market sales. Income producing buildings
are frequently valued by a cost approach!® because
it is less time consuming. Where the income
approach is used, there is little effort to ascertain
actual income and expense data which would lead

advance  their knowledge,  Currently  assessors
attend the school on o voluntary basis, and State
Iaw provides that the towns must pay the wition,

The Commission recommends that all assessors
and valuation personnel be required to attend this
school for as many years as it is necessary to
obtain a pasring grade in each phase of the school's
program, or its equivalent. This training or its
equivalent would constitute the minimum require-
ments for being certified to assume assessment
responsibilities,  Certification would be made by
the State supervisory Board after an oral and or
written examination at the State level. All towns
would be required to have their assessor meet the
certification requirements within H yvears from the
date of enactment of this legistation, The State
Board would also establish _junier grades for
assessment personnel; these employees would be
recuired to achieve an intermediate level of
certification,

Revaluation Companies

.to a realixtic estimate of market value. All these

105

conditions have vesulted in poor quality apprais-
ing and inequities in assessed value,

It is recommended that all revaluation companies
be approved by the State Board of Assessment
Supervision with respect to their ability to prop-
erly complete the job for which they wish to bid.
Every employee of a revaluation company should
be rcequired to comply with minimum training
requirements for the job in which he or she has
been hired.

This program would allow towns and cities to
go to the lowest bidder with reasonable assur-
ance the revaluation is being done by competent
personnel.

It is also recommended that the State provide
assistance in the pyeparation and approval of
all contracts between revaluation companies and
towns.

Revaluations

Present law requires every town to conduct a
general revaluation of all taxable property within
a 10 year period. In the past, this has permitted
some towns to go 19 years without a general
revaluation by using the first year of the first 10
year period and the last year of the second 10 year
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period,  Although this Joophole can be accom-
plished only once, it has been taken advantage of
b, several municipalities, The intent of the law
was that no more than 10 years should pass be-
tween each revaduation, and most towns have
abided by this intent.

Values in Connecticut have reflected an average
increase of between 4 to 8¢ per vear over the
past 10 vears, and in some cases double these
figures during the same period. Assessed value
changes wre clearly necessary in periods of less
than 10 yvears. The previous legislative Revenue
Task Force recommended that no more than 4
vears elapsed time be allowed before a general
revaluation was undertaken, This Commission
tends to concur with these findings; however, a
p-year time period would tend to coincide with
proposals suggested elsewhere in this report; and,
therefore believes a 5-year general revaluation
time period would be more realistic.

This Commission makes a distinction between
revaluation and a general vevaluation. Revalua-
tion may be considered a changing of values only.
while a general revaluation (s characterized by
a physical tnspection of each property. At the
present time, it does not appear prudent to rely
upon value changes only; and, at least for the
immediate future, there is still a need fo- periodic
personal inspection of property.

The ideal method of personal inspection would

be to split the town into sections \.vith one section
being inspected each vear so that at the end of a

specified time period, every property would have
been considered, Unfortunately. under our present
system, there is inswflicient time for an assessor
to do this work and fulill his regular duties.
Towns are now paving vast sums of money for
general revaluations once every 10 years. It seems
reasonable that this same money could be niore
efticiently used by one of two methods: first, hire
full time personnel for the purpese of vearly re-
valuation, or, secondty, hire a revaluation firm to
do the work under the same method., The method
of general revaluation recommended is as follows:
Every town will be divided into 5 sections with
one section having a thorough personal inspection
each year, and in no case shall the assessor fail
to inspect any property less frequently than every
5 years. The information compiled in this revolving
general revaluation can be merged with the com-
puter market data for the whole town in determin-
ing annual valuations. As computer capabilities
are developed, the need fur general revaluations
activities may be reduced.

In most towns. personal property is declaved by
the property owners. This method o’ .if-determi-
nation of value results in gross inequities in value
of like properties, General revaluation includes
the personal inspection of the book of business
ownership, and where books are not kept, there
ave other vardsticks available to ascertain values.
Under the revolving method of general revalua-
tion, it is recommended all personal property ac-
counts be e¢hecked not less frequently than every
3 years.

Computer Assisted Revaluation

The cost of town government has increased
dramatically during the period since 1945. This
development has placed mounting pressure upon
the real property tax and the administrators of
the tax. Although costs of administration have
risen proportionately with all other living ex-
penses, many of our real property tax administra-
tors have been told to maintain the same staff

level which existed 10 to 20 years ago.! One im-

mediate result has been that the quality of assess;
ments has fallen. The cost of comprehensive re-
valuations has risen significantly, and in cases
where communities utilize outside companies for
mass revaluation, these revaluations have been
pushed further into the future than warranted by
socio-economic conditions.
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Our urbanf centers have been focal points of
civil unrest and social re-adjustment, thus causing
major disruptions in preexisting value profiles
for the community. Suburban development has
changed not only the balance of political power;
it has also realigned traditional concepts of land
use. Inflation has made speculation in land, and
real property in general, an aspiration of every-
one who can afford to participate. All of these
factors reflect. the increased tempo of Amer-
ican life. As our life-style becomes more dynamic,
these changes are reflected in price structure of
our land resources. Failure of our real property
tax assessment procedures to keep pace with these
dynamic changes leads to serious inequities in the
tax itself. '
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One approach Lo overcoming this problem would
be to expand our stafl’ requirements and spend
a great deal more money on improving the tecn-
nical quality of those employed in the field, It
must be realized that a certain amount of this
solution must be adopted regardless of the ulti-
mate principal approach selected. A second major
avenue available to governmental bodies is to take
maximum advantage of automated systems and
computerized techniques.

During the last decade, major advancements
have been made loward computerization of the
valuation and property tax functions of munici-
palities. The most notable and widespread ad-
vancement has been in the tax billing process.
Today, the majority of the towns and cities in the
State of Connecticut are using some form of
computer assistance in preparing their tax bills.
Throughout the country, and in some cities within
Connecticut, computers are presently being used
to calculate sales ratio analysis as a tool for use
in improving assessment administration.

Compnterized Assessment Systems

Many property tax jurisdictions have realized
the potential use of the computer in developing
current assessments and, ultimately, a complete
assessment system which would prepare assess-
ments, analyze assessment ratios, and compute
tax bills. Effective sysiems have been dev.'oped
for municipalities in Pennsylvania, California,
Oregon, Washington, and Texas. Progress toward
a statewide program in computerized valuation
and assessment is being made in Alabama, Ari-

zona, West Virginia, and New York. Some pre-

liminary work toward computerized assessments
in Cunnecticut has been completed by the Hart-
ford assessor’s office and by the John C. Lincoln
Institute. Many of these existing computer pro-
grams would be aveilable for wse in the State of
Connecticut, thereby -providing for significant
savings in the arew of system development.

It should be understood that no computerized
system is going to replace those areas in property
tax valuation work whicl: call for skilled judgment
of the trained professional appraiser. The com-
puter can, however, perform many of the manual
calculations which presently consume much of the
appraiser’s time. There are many aspects of
caleulating replacement cos., capitalizing income,
and summarizing sales data which lend themselves
to computerization. '

Application of Statistical Technignes

Going beyvond the mechanization of these rote
valeulations, there are some new techniques which
could, ift properly applied, greatly assist the ap-
praiser in his valuation duties. One of the most
recent developments in assessment administration
has been the application of statistical techiniques,
resting primarily on multiple regression analysis,
While this form of statistical inference has been
widely used in other areas of scientific analysis
for some time, it is only lately that assessment
administrators have seen the benefits it offers for
their type of work.

Multiple regression analysis offers great poten-
tial for use in arcas where there are large num-
hers of specific tvpes of properties which would
require mumerous man-hours to effectively ap-
praise and assess. Through computer analysis,
one is able to relate the values of sold parcels to
all of the many factors which might have been
considered by the buver when the property was
purchased, For example, sale price is said to
depend upon house size, lot size, quality of con-
struction. interior features, location, and many
other items. Through statistical analysis, over
100 features of a property sale can be analyzed,
and the appraiser can be told specifically which
items were taken into consideration when the
property was purchased,

This type of statistical analysis enables the
assessor to make much better use of available
matrket data in determining vaiue. Unfortunately,

~without the help of computers, many assessors
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cannot devote the time necessary to properly
apply the market approach to value and are thus
forced to rely almost completely upon the replace-
ment cost, or summation, method. This method
is not the most desirable even from an appraisal
point of view, and it has also been shown that not
only does it lead to unfair assessment practices,
but it promotes deterioration of older neighbor-
hoods and ‘especially rental properties — accentu-
ating urban blight. Regression can be integrated
into the cost approach, thus materially enhancing
performance of the replacement cost technique.

Multiple regression analysis can also go a long
way toward generally improving the quality of
new assessments. In a recent feasibility study
conducted by the International Association of .
Assessing Officers to determine the benefits to be
gained through the use of multiple regression,
a mean based coefficient of dispersion was calcu-

i
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lated to he 87+, Assessment professionals con-
sider a coefficient of 57¢ or less to be the best that
qualified appraisers can hope to achieve when
mass valuing property, while values of 67 and
up to 1097 are considered acceptable when valuing
property at 1005 of fair market value.

In a test of the performance of revaluation
companies in the State of Massachusetts, con-
ducted by Commission consultant T. R. Smith,
coeflicients of dispersion were estimated for towns
recently revalued. each by a different revaluation
company. The company which performed the hest
was able to achieve a coefficient of dispersion of
only 877 ; the other 5 companies ranged as high
as 147, with an average of 127/, Thus one may
conclude the performance of some multiple regres-
sion equations measures up quite well when com-
pared with the recent performances of some mass
appraisal companies. This Commission feels a
coefficient of dispersion within 109, using 100%
valuation is acceptable.

Use of Cempnters in Valuation

Multiple regression analysis is just part of a
computer assisted valuation system. The basic
arithmetic of the income valuation premise can
easily be programmed so that new information
on rental data and capitalization rates may be fed
into the computer annually. This would provide
the assessor a sound basis for valuation of incone
producing property. '

Computer programs which calculate replace-
ment cost are already in widespread use through-
out the United States. Therefore, with the in-
clusion of multiple regression analysis of sales
data, . all three of the standard valuation tech-
niques may be employed in a computerized valua-
tion system. The type of system which could be
constructed utilizing the three techniques de-
seribed above could feasibly lead to annual assess-
ment of 80 to 85% of all property in the State
of Connecticut. The question remains, how would
the remaining 15 to 205 be handled?

A major valuation problem existing today is
how to appraise properties which do not normally
sell on the open market. This problem will remain
with us so long as we make use of a real property
tax based upon ad valorem values. Hopefully,
however, if much of the mundane calculations
involved in the valuation of less complex proper-

ties can be shifted to computerized operations,

our appraisers will be able to devote more {ime
to these complex valuation problems, thus leading
to movre equitable assessnients for all coucerned.
Still, it swould probably be too much to expect full
and complete annual valuations of these dificult
properties. It would. however, be reasonable to
expect a detailed general rvevaluation of such
properies at a 5 vear interval. During the inter-
ceding years, these properties, primarily comiier-
cied and industrial, eould be valued for annual
ussessment purposes throuwgh the wse of an econo-
metrie updating computer model. Value projec-
tion models could be constructed for commercial
and industiial properties which would relate cur-
rent market value to available aconomic data; for
example, published statistics on wholesale and re-
tail prices, income levels, and population densities.

Implications for Annunal Assessment

By constructing a truly comprehensive valua-
tion system, annual assessment of all real property
in Connecticut is feasible. Implementation of a
computerized annual assessment system would
require an intensive effort by both the State and
local levels of government within Connecticut. It
would depend on sincere dedication by all parties
concerned - toward achieving annual assessment
and the equitably administered property tax
which would follow. This would appear the only
way truly equalized values could be economically
realized for use of assessment data in aid to local
education. Implications of this premise underlie
both the recent California and Texas court cases
on the financing of local education.!?

While there would be immediate gains and
henefits derived from a commitment to develop
a fully computerized assessment system through-
out the State of Connecticut, it would be unreal-
istic to expect that the system could become fully -
operational on a statewide basis in less than 5
yvears. Immediate problems would be manpower
staffing and training. While the total manpower
requirements would not be exceedingly large, the
type of personnel required is specialized and would
probably have to be recruited from outside' the
State or else retrained from a related occupation.
With the cutback in defense o:iented industry
throughout the United States, and specifically in

" Connecticut, there would appear to be a potentially
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good supply of labor available from this source.
Possibly some of Connecticut’s large technologi-



cally intensive industries could be induced to assist
in the development of a statewide computerized
assessment systen.

Standurdized Data

There also exists the problem of uniform record-
ing of data throughout the State of Connecticut.
A computer assisted valuation system would re-
quire all records and data reporting forms to be

standardized in order to take maximum advantage
of computer efliciencies. Recent data would have
to be reported on all properties, thus probably
requiring comprehensive revaluations for those
towns which have outdated assessments or where
the data provided by the last revaluation was in-
suflicient. The task of planning and implementing
the compitter ussisted assessments would be a
responsibility of the State Bourd of :ssessmoent
Supervision.

Full Value Assessmeni

The concept of fractional assessment — 1i.e.,
assessing property at less than full market value
— has evolved from two directions. During the
1930’s, as a result of the major economic depres-
sion which prevailed at the time, it was common
for properties to sell for only a fraction of their
assessed value. There were actual instances where
the tax bill was more than the current value of
the property. These conditions were consicered
deplorable and intolerable; and, thus, many towns
throughout the United States adopted a policy of
hedging against further declines in market value
by establishing assessments at some fraction of
full market value. In some instances, this was
done by custom; in other cases there were actual
. statutory changes. Assessors found this approach
quite attractive and ultimately began to champion
the concept of fractional assessment.

The principal requisite for an equitable prop-
erty tax is often considered uniformity of assess-
ment. There is little concern as to whether the
assessments are at full cash value or some frac-
tion thereof. Unfortunately, when one is dealing

with fractional assessments, a 109 increase in an -

assessment founded upon a 40% fractional assess-
ment base is much less noticeable to the property
owner than a 10% change founded upon a full
market assessment. In other words, it becomes
much easier for the assessor to conceal his mis-
takes when dealing with fractional values.

It is the feeling of this Commission that the
entire structure of government — state and local
— has reached a very crucial point. The State
needs greater participation by all taxpayers
throughout the State in fiscal matters. If tax-
payers are to participate in financial decisions
regarding real property taxation, they must first

be able to understand the basis of their property
tax assessmients. An immediate step in this direc-
tion would be to estublish assessments based upon
1005 of murket value with relative reduction in
mill rate. These values should be published annu-
ally in q widely circulated journal or publicution
read by the majority of the residents within the
town. Published full value assessments would
enable local residents to participate more actively
in the real property tax assessment process. More-
over, it would establish a meaningful basis of
comparing effective property tax values and
burdens between towns. This would be a further
step in the establishment of equalized values for
use in distribution of funds from various State
programs,

Annual assessments on a 100% uniform basis
would have many specific advantages. First, all
property owners would receive an annual notice of
assessment. This would prevent a new building
from having an assessment relatively greater than
that of an older building valued during a base
revaluation year, when the market value for the
two properties was similar. Second, towns would
gain a larger base grand list annually, which
would tend to stabilize tax rates. Publication of
the annual grand list would provide the public
with a true picture of government spending icom-
pared to town wealth. With this information the

“public could vote for luxury amenities such as

. swimming pools and recreational structures based
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upon the realistic’ appraisal of the wealth of the
community. At present these items are voted on
with little knowledge of the ability of a town to
afford them. In addition, full knowledge of a .
town’s wealth can provide the data for planning
and zoning agencies to plan the direction of growth
desired..
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Equuliza(iun of Assessments

Fqualization of real property tax assessments
is a problem between towns, The problem of lack
of uniform assessments within a municipality has
heen discussed previousiy.® The problem of not
knowing the effective assessment level when com-
paring assessment throughout the State is a
different issue. In the past. while statewide knowl-
edge of effective assessment levels would have
been a helpful tool in property tax administration.
such information was not essential for programs
involving inter-governmental relations. Recent
court cases, however, have made it abundantly
clear that there will have to be more State partici-
pation in functions previously finaneed by loeal
property taxation.

It is time for Connecticut to prepare the machin-
ery for greater Stale responsibility in equalizing
educational opportunity throughout the State.
With the ultimate development of computer as-
sisted annual assessments. the job of equalization
should bhe reduced. Nevertheless, even in those
states where close to annual revaluation exists,
there are still problems when it comes to distribu-
tion of school aid on the basis of assessed valua-
tion. In California, the State Board of Equali-
zation is continually fighting localized undervalu-
ation as a means of acquiring more school aid.
The desire to undervalue in relation to other
towns results from the State’s allocating revenue
to the local communities on the basis of assessed
value per capita, with those towns having a lower
valuation per person getting a larger share of the
assistance.

Suggested Equalization Reforms

The Advisory Commission on Intergovernmen-
tal Relations has set -down a broad list of sug-
gested property tax reforms. Those relating to
the equalization of real property assessments are
as follows: ‘

1. A single, well-integrated administrative
agency responsible for the State’s entire
share of assessment administration, pro-
vided adequately with professional person-
nel, appraisal and research facilities, and
financial resources.

2. The regular conduct of scientific assessment
ratio studies that disclose the levels of
assessment of the major classes of property,
and the regular publication of assessment
ravios for the major classes of both State
assessed and locally assessed property.

3. Adequate authority in accordance with the
method established by law for the State
ageney Lo equalize the levels of assessment
of State assessed and locally assessed pron-
erty on the basis of the findings disclosed in
the studies.

4. To provide the taxpayver with an effective
remedy for inequality. creation of an inde-
pendent and professionally qualified State
Board of Tax Appeals, or tax court. with
authority for the aggrieved taxpayers to
introduce as evilence the assessment ratios
determined by the State agency through its
studies.!?

Establishing an Assessment Ratio

Attempts to comply with items 1, 3, and 4 are
covered elsewherc in this Report; however, item
number 2 does merit some diseussion. There are
two basic systems whereby one might establish
assessment ratio. A third approach is sometimes
used which combines features of these two basic
systems, The least expensive and most exten-.
sively used approach is the comparison of actual
market sales with assessments. This technique is
extremely effective and accurate for the majority
of real property which would be comprised of resi-
dential parcels, for these are the parcels which sell
most frequently. There is some frequency of sales
of smaller commercial and light industrial estab-
lishments, thus making sales ratios an effective
equalization tool in those categories. It would be
the responsibility of the State Board of Assess-

-ment Supervision to see that the sales truly rep-
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resent a cross section of all proper’ties. If all types
of land use were not adequately represented, it
would be necessary to supplement sales data with
individual appraisals of randomly selected parcels
not otherwise represented. Sample appraisals rep-
resent the second basic system of establishing
assessment ratios.

If one were to rely entirely on a system of
available sales, there would exist the problem of
incomplete representation. However, relying en-
tirely upon sample appraisals will materially in-
crease the cost of administration. Thus it is rec-
ommended that the State of Connecticut adopt a-
program which combines both techniques.

Other Guidelines

The Advisory Commission on Intergovernmen-
tal Relations has suggested other guidelines which
should be followed when establishing an assess-



ment ratio program. They have empha: zed that
the program should be under the direction of a
professionally competent statistician, They have
also suggested that parties to sales should be
sent questionnaires concerning terms of sales, re-
lirbhility of sales prices as evidence of market
value, and exact nature of transferved properties
(to determine if personal property was included
in the transfer).!®

Compilation of Data

In order to facilitate the completion of sales
ratio studies, the State supervisors would develon
a form to be filled out at the local level. Town
clerks would complete a portion of this form when
a deed is recorded. Data would inciude location,
grantor, grantee, volume and page, recording date,
instrument date, type of deed, revenue stamps,
and sales price taken from aflidavit. This form

"would be forwarded to the assessor's oflice for

completion of information which would include
land use elassification. land details, building de-
tails, and assessment, The completed sale report
forms would periodically be sent to the State com-
puter processing center for analysis.

Before computer analysis was used to caleulate
assessment ratios, appraisal data would be sub-
mitted to the computer data eenter and the com-
bination of sales and appraised values would be
used to compile effective levels of asscssment,
These ratios would be submitted to the Director
of Loeal Assessmoent, whose function it wonld be
to determine the percentage of adjustment, if wny,
required for all 169 municipalities to compile their
assessments for each year at 100, These data
coutld then be used by the appropriate State agen-
¢y responsible for alloeating State aid to local
communities.

Tax-Exempt Property

In recent years, there has been little effort on
the part of towns to maintain current values of
tax-exempt real estate. When towns were per-
mitted to include tax-exempt real estate for de-
termining their bonding capacity, they did a rea-
sonable job of valuing such property; however,
since the legislature has changed the accounting
method for purposes of local bonding, there has
been no concerted effort to assess these properties.

In 1969 the total assessed value of tax-exempt
property in Connecticut was $3,533,240,747.17
The quadrennial report reveals a steady percent-
age increase from 1937 through 1961 except for
1957. After 1961, there was a sharp drop in the
percentage of increase despite the fact that there
was substantial new construction of exempt real
estate during the 1960’s. This downward trend is
not caused by reducing value,” but rather by the
lack of updating assessments on- -tax-exempt
property.

The following data is taken from the latest
available publication and shows the changes in
value from 1965 to 1969. State-owned property

increased $81 million, city-owned $116 million,

and privately-owned tax-exempt property $221
million.

There is no specific measure to use for ascer-
_taining what the increased value of tax-exempt
property would be if properly valued in relation

to taxable property. As assessed in 1969, tax-
exempt property represented 16.06: of the total
combined values of exempt and taxable property.
Al availuble evidence indicates this percentage
would be much higher if all property were valued
at.the same level. 1t should be noted that 7 towns
have over $100 million of exempt properties; these
same towns account for more than one-third the
total of all exempt property in the State. Some
vears ago an effort was made to inventory and
value all State-owned property, but this program
was never completed.

All tax-exempt property should be assessed in
the same manner as non-exempt property, with
the single exception of stréets, roads, highways,
or other public ways. Although these assess-
ments are not needed specifically for tax purposes,
they are essential for the investigation of a vari-
ety of public policy issues ranging from the im-

mact of tax-exempt property on the towns of the

State to questions of land use for public purposes.
The exception for streets and roads is necessary
because there would be severe technical problems
in assigning values.

Further, the Commission believes, this assess-
ment will disclose some inisuse of tax-exempt
property in that the property is being used or

~ occupied for non-exempt purposes. Returning this
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portion of the propercy to the town rolls may:add

-an additional $10 million of grand list value.!®
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Preservation of Farms, Forests. and Open Space

Act 490)

(Public

Historieally, the value of undeveloped land in
Connecticut has heen at a level well below fair
market value, and in most cases no greater than
its value for agricultural use. Before 1960, the
practice of valuing undeveloped land below market
value served a useful purpose hecause there was
ample land available on the market. However,
soon thereafter. raw land became a scarce re-
source and assessors began to increase assessed
values in some instances. 1t became apparent that
if legislation were not enacted much of our farm
lands would disappear because of the inability of
farmers to pay a property tax based upon fair
mavket value. This condition would also apply to
owners of forest lands.

In 1963, the Legislature passed into law Public
Act 490, now Section 12-107a and related sections
which provide a vehicle for local towns to desig-
nate use valuation for those lands which should
remain open as forests and farms.

A detailed expianation of the intent of this Act
is necessary to understand the impact which lower
assessments would have on local grand lists. Sec-
tion 12-107a of the General Statutes states “It is
hereby declared (a) that it is in the public interest
to encourage the preservation of farm land, forest
land and open space land in order to maintain a
readily « vailable source of food and farm products
close tu the metropotitan areas of the state, to
conserve the state’s natural resources and to pro-
vide for the welfare and happiness of the inhabi-
tants of the state.”

Land qualifying under the farm category has
been made abundantly clear by the various courts
in Connecticut. However, there has been no clear
picture of the intent of this law 1with respect to
forest land and open space land.

The intent of the law was to preserve, through

‘use value assessments, forests which have been

or will be properly forested. Many lands now
classified as forest land are not being forested and
in fact are overgrown brush lands. The definition
of forested lands is those which have been cleared
of dense brush so that healthy trees will have an
opportunity to grow into sturdy timber. To some
extent this has not been followed in the classify-

“ing of forest lands.

It is the recommendation of this Commission
that the State Forester develop regulations for
the classification of forest land and that all exist-
ing certificates he reviewed to meet the new crite-
ria of forest lands,

The open space section of the Act was intended
to preserve all mountain ridges, stream heds. bogs
and all lands deemed by local planning oflicials to
he in the best interest of the public, to be pre-
served as open land, and i{ sufticient public funds
were available, these same lands would be pur-
chased by public agencies to insure their perma-
nent open nature.

At least two towns in Connecticut have de-
clared all undeveloped land in the town as open
space. This action by the local planning agency is
not following the intent of the law and is in fact
detrimental to the best interests of the public,
because it prevents land from being properly de-
veloped and relieves the individual property owner
from a tax burden which is justifiably his.

" No current inventory is available as to the num-
ber of acres of land which are presently classified
as farm, forest, or open space. However, in 1963
when this bill was enacted into law, it was esti-
mated that approximately one half the undevel-
oped land in the State would properly qualify for
use tax value, and there is no evidence that this
estimate shouid be changed.

Public Act 152: Conveyance Tax

The 1972 Legislature enacted into law Public

~ Act 152, which was a conveyance tax upon prop-
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erties classified as open space. This tax is based
upon a percentage of the sale price beginning with
the date of ownership. If property is sold in the
first year of ownership, the conveyance tax is
10%% of the sale price, 9% the second year, 8%
the third yvear, and down to no tax at all after ten
years.

The conveyance tax was intended to be a pen-
alty for selling land having special assessment
benefits because the primary interest of Public
Act 490 was the preservation of undeveloped
land,

It is recommended that Athis law be amended
to have the year of classification rather than the



year of title ownership used in determining the
holding period for purposes of assessing the con-
veyanee {ax, It is also recommended that the con-
veyance {ax be held at 3G, thereby providing a
degree of recapture of tax benefits realized. Prop-
erty owners should have the right to withdraw

their application within 12 months from the date
of this amendment,  Any owner who withdraws
an application after the 12 month period would he
subject to the same conveyance tax schedule as
though in continuous application,

Undeveloped Land Asscssments

The change in undeveloped land assessments
during the past 20 years has been studied. In
1952 the average assessed value in the entire State
was $80 per acre; there has heen a steady increase
in the unit price over the entire 20 vear period
since then with no indicated change in the pattern
due to the passage of Public Act 490 in 1963,
For instance, values more than doubled front 1952
to 1962, rising from $80 to 181 per acre. From
1962 to 1971 the unit price again more than dou-
bled, {from $181 to $480 per acre. The latter 9
vear period included 8 vears of special land assess-
ments under Public Act 490.

These value changes do not reveal the wlole
picture of land values in the State because most
assessors are still using values substantially below
market values for undeveloped acreage. In 1971,
approximately 2,100,000 acres- of taxable un-
developed land in Connecticut had an average
assessment per acre of less than $500 for. a total
assessed value of approximately $1 billion. All
these figures would be more than doubled if there
were proper assessments on these lands. Buased
upon « State average mill rate of 50, a total in
excess of $50 million can be realized from assess-
ments on land at proper values.

All lands not qualifying wrder the open space

legislation. should be valwed on the basis of fuir
market ralue, 1t has been the practice of assess-
ors to value all undeveloped land at or slightly
above agricultural value. Present law requires the
assessor to value all undeveloped land not classi-
fled under Tublic Act 490 at the same percen-
tage of value as other taxable property. Sales
studies in 6 towns reveal this law is not being {ol-
lowed, and the assessed value of undeveloped land
is about one-third the percentage of value of other
real estate.

Some examples of land disparity include one
town with acreage 10045c value at $250 per acre
and sales of the same land at $800 per acre. An-
other town had industrial zoned land valued at
$1,200 per acre and the sale price at $6.000 per
acre. A review of the assessment and sales of
acreage in most towns would show similarr rela-
tions of the assessed value to the sale price.

This Commission recommends an immediate
revaluation of all land in the State to bring their
values in line with other real estate as required
by present law. It is not helieved this action would
confliet with the intent of Public Act 490, be-
cause it would cover only half the acreage in the
State, with the other half under the protection of
Public Act 490.

Building Permit Fees

Each town is presently permitted to use its own
schedule of fees for the issuance of building per-
mits. There is no uniformity in the amount
charged per $1000 of construction costs. In many
instances, there is no fee charged at all. In addi-
tion, many towns permit builders and/or owners
to submit cost estimates well below the actual
cost. This practice obviously leads to unequal pay-
ment of fees for similar cost buildings.

The Commission recommends a minimum fee
0'f’$|5'.00‘pe‘1"$1000 of construction, payable at the
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time of issuance of the building permit. It
further recommends that the State Building In-
spector develop a fee schedule for various types
and classes of buildings, which schedule will be
used by the local inspector in charging fees. The
Commission further recommends that penalties be
developed for gross understatement of cost by the
contractor. The Commission believes that rev-
enues to local government will be increased by
$2.5 million with the application of the minimum
fee schedule. - ’
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Towns will be given two years to convert to
1000 valuation with an annuad computer revalua-
tion of the grand list and to adopt the uniform
assessment date and fiscal year. Towns will be
given live years to comply with other provisions
of the statewide uniform assessment aet, as ad-
ministered by the State Board of Assessment Su-
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pervision including  personal  inspection of  all
properties within the H-year veriod. Any town
having completed a general revaluation within the
paxt & years need not begin the personal inspee-
tion on a rotation system until the sixth year
after the effective date of their previous peneral
reviduation,
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3 See below, pp. 113 ff,
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6 See below, p. 104,

7 Much of this information is derived from Advisory Com-
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ASsessors,
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‘ Introduction

The State of Connecticut is being called upon
more and more to share in the payment of costs
incurred by leeal governments. This is in part
the result of towns and cities being faced with
rising costs and providing more services while at
the same time being limited to the property tax
for their source of revenue. There is understand-
ably a limit to which municipalities are willing
to increase property taxes when the principal
burden of such taxes fulls on the home proper-
ties of their constituents.

* The State has responded to this demand with
substantially increased payments to local govern-
ments, During the period from 1961 through
1905, payments by the State to municipalities in-
creased Dby approximately 50%; from 1965
through 1970 by 124%. The Federal government
has also recognized the problem of local govern-
ments and additional funds will soon be forthcom-
ing to towns and cities under Federal revenue-shar-

ing plans, More money than ever is being received
and expended at the local level.

Under these circumstances, it is not suflicient
for the State alone to put its affairs in good fi-
nancial order, It is imperative that local govern.
ments adhere to proper fiscal procedures which
include appropriate review and constraints, The
wide differences in the structures of municipali-
ties in Connecticut make the adaption of sound
fiscal procedures all the more important, but at
the same time, all the more dillicult,

The Commission has looked upon local govern-
menis as being the preferred level for decisions
on spending and taxing., Individual participation
is far more meaningful at this level. It is with
the purpose of preserving the viability of local
governnients and at the same time holding them
responsible and accountable for their actions that
the Commission recommends that the General
Assembly adopt a Uniform Municipal Finance Act
with provisions as set forth below,

Recommendations

The Commission recommends:

1. Approval at referendum wounld be required
before an annual maenicipal budget result-
ing in an mercase in the tax levy of more
than 8% would become cffective.

2. A special tax would be required to be
levied by « town prior to taking any action
which would cause « deficit in the budgyet
for the current year.

3. The budget of « board of education would
be required to be approved and adminis-
tered in the sume manner as the budget
of other municipal departments.

4. Municipalities would be required to use a

detailed uniform system of accounting to
be promulgated by the State.

5. Each proposed municipal capital improve-
ment would be required to be 1reviewed by
a Capital Improvement Review Board to
be established by each municipality to
evaluate objectively each improvement
from the standpohzt of need, alternatives,
adequacy, and cost. ’
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6. Local governments would be required to
“develop personnel standards and encowr-

aged to employ qualified persons in finan-
cial and admiistrative positions.

7. A properly staffed municipal finance divi-
sion would be established in the office of
the State Tax Commissioner to assist towns
on fiscal matters and to supervise and en-
force compliance with all regulations und
laws relating to municipal finances.

8. The affirmative vote of the municipal leg-
islative body approving all collective bar-
gaining contracts wowld be required before
‘the contract is binding upon the munici-
palities.

9. The maximum debt limit allowed munici-
palities would be changed in structure and
lowered.

10. Municipal finance offices would be required
to follow standards for investment of mu-
nicipal funds to be established by the

State.
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Discussion of Uniform Municipul Finance Act

A brief explanation of the reasons for cach of
the above provisions of the Uniform Municipal
Finance Act follows:

Mandatory Referendum on
Municipal Budget

The Conmission proposes that adoption of the
annual budget by the legislative body not become
effective umtil approved at referendum in the
event that the proposed new budgel would result
in an inerease in the tax levy of more than 37
following adoption of the Commission recommen-
dations made in Part C, Vol 11. Some munieipal
charters contain provisions whereby a specified
percentage or number of voters may petition to
force a referendum on the budget. The General
Statutes provide a similar mechanism for fore-
ing a referendum in towns operating under the
town meeting form of government. Similarly. the
General Statutes provide a method by which the
residents of o regional school distriet may force
a referendum on the budget of the yegional school
district. Usually, however, the difticulty of obtain-
ing a suflicient number of signatures makes the
right to petition for a referendum illusory. In
many towns and cities there is no such right at all,

The Commission has noted the rapid increase
in the amount of property taxes paid by most
Connecticut residents. At the level of municipal
government, the taxpayer should, in most in-
stances, he permitted to determine the nature and
extent of municipal services inasmuch as he is
the one who will be paying for them. Submission
of the budget to referendum will result in a closer
study of each budget item during the budget-
making process because the department heads
and municipal officials will normall; seek to pre-
pare a budget which either will not have to face
the hazards of referendum or which can be well
defended in the event of a referendum. The re-
quirement for a referendum is geared to a per-
centage increase in the amount of taxes to be
levied in the municipality, not to the size of the

‘budget itself. In other words, the budget might

be increased by more than 3% but no referendum
would be required if sources other than taxation
were available to defray the increase. Such
sources might include receipts from user charg-
ers, benefit assessments, revenue-sharing pay-
ments, and other Federal or State grants.
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The possibility of a referendum on the budget
will require enreful timing of the budget-making
process. The Commission has reconmended that
all towns adopt the uniform fiseal year., Muniei-
palities should be required to prepare and vote
on the proposed budget in accordance with a uni-
form  schedule.  The Commission  recommends
that the General Assembly establish a date in
arly April for tinal action on the budget by the
togislative body. 1f the budget as adopted will
require an increase in property taxes by mere
than 3¢, a notice of referendum on the budget
should he published within three dayvs after the
vote of the legislative body and the referendum
should be held within a resonable time after such
publication, 1f the refevendum rejects the budget.
the legistative Hody should be given a reasonable
period to prepare and vote on a revised hudget
and if the revised budget still requires an in-
crease in property taxes of more than 37+, an-
other referendum should be scheduled. If no
budget has heen approved prior to the commence-
ment of the new fiscal vear on July 1, the tax
collector should be authorized to send out tax
bills for the July 1 installment on the bhasis of a
3¢ increase in the tax levied for the previous
vear, using the new grand list. When the budget
is finally-approved and the amount of tax fixed,
the tax collector can make the necessary adjust-
ment in the bills for subsequent installments of
taxes after July 1 or in the case of towns utilizing
a single billing, a special bill must be provided.

Special Tax Levy ,
Once the budget for the current year has been
established, the Commission recommends that no
contracts be entered into by any municipality
alling for the expe nditnire of local funds not pro-
vided for in such budget, and no supplemental
appropriation for any project or purpose other
than a project to be financed from the sale of
honds be approved if such contract or supple-
mental appropriation would cause a deficit in the
budget for the curvent year, unless a special tax
is immediately levied to provide the necessary
funds. Similarly, if one or more items of expect-
ed revenue fails to materialize during the budget
year and such failure will result in a deficit, a
special tax to provide the necessary funds shall
be levied. Such tax may be either (1) added to
the tax for the current year and collected as part
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thereof or (2) added to the tax to be levied for
the next fiscal year. In both cases such additional
tax shall be considered an increase in the tax levy
fo1r the next fiseal year for the purpose of deter-
mining the necessity for subjecting the budget for
that vear to referendum, There are presently
restrictions on spenging in excess of appropria-
tions.! 1t is expected, however, that municipal
ollicials will exercise even greater restraint in
proposing additional preorams or committing the
municipality to inercased expenditures during a
fiscal year if they are required then and there
to levy a special tax for such programs.

Board of Education Budget Approval

In most towns the education budeet is larger
than the budgets for all otherr municipal depart-
ments combined. It therefore is important-that
pradent financial control exercised over non-
school spending should likewise be epplied to edu-
cation expenditures.

Under existing law, the boards of education

have extensive responsibility and discretion in

determining the size of the education budget and
re-allocating funds from one budget item to an-
other,?

The Commission’s recommendations to subject
education expenditures and collective bargaining
agreements to the control of the municipality’s
normal budget making process will affect the
traditional powers of boards of education in
Connecticut.

The Connecticut Constitution guarantees free
public schools in this State.® The General Assem-
bly has delegated the responsibiiity of maintain-
ing and managing public schools directly to
boards of education.! School boards are legally
agents of the State, but their actions can have im-
portant fiscal consequences for municipalities, for
all local funds to support the public schools de-
rive from municipal tax levies.

Generally, a municipal budget makes a single
appropriation to the board of education, rather
than itemized appropriations for specific pur-
poses. The board determines how it will allocate
its funds among various expenditure items, and
has the power to transfer surplus funds from
one expenditure item to another. Teacher sal-
aries, which often comprise 80 of the education
budget, are determined by collective bargaining
agreements negotiated by the board of education

which bind the municipality unless the legislative .
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hody acts to reject the agreement within 30 days.®
Under pres it case law a municipality probably
cannot refuse to appropriate suflicient funds to
permit  the board of edueation to earry out
the board's statutory duties to manage and main-
tain the public school systemy in the municipality.

"Thus, under present practice, boards of educa-
tion have substantial power to determine the
amount of loeal tax revenue which has to be
raised  for education expenditures. They also
have almost complete discreetion Lo determine how
much will be allociited to each expenditure item.
This power is unique, in contrast with all other
municipal departments and agencies, but boards
of ceducation are unique because under the law
they are agents of the State more than they are
agents of their municipalities.

The Commission's recommendations will make
boards of education more susceptible to control
by their municipalities in regard to fiscal matters,
Under the Commission’s recommendations, the
responsibility for managing and maintaining pub-
lic schools will still be exercised by the hoards of
education, but the legislative bodies of municipal-
ities will have grealer responsibilities for deter-
mining the amount of funds which will be avail-
uble to the boards to carry out their school poli-
cies and duties,

Uniform System of Accounts

The nature and quality of municipal account-
ing practices vary widely throughout the State.
While the financial records and reports of some
municipalities are maintained and prepared in
accordance with generally accepted accounting
principies, there is considerable deviation from
such principles in many places, Municipalities
presently submit a variety of reports to the Mu-
nicipal Division of the State Tax Department,
together with answers to a financial question-
naire, but there is no state-wide coordination of
municipal accounting procedures. The present
system suffers from lack of uniformity and stan-
dards of review, inadequate staffing of the Munici-
pal Division, and unavailability of information or
assistance for municipal financial officers. Because
of the lack of uniformity in accounting practices,
it is difficult if not impossible to make many useful
statistical comparisons among municipalities.

The problem could.be remedied in large part by
consistent administration of a uniform system of



accounts, similar to that pfomulgated by the
Public Utilities Commission for utility companies,

whereby items of income and expense would be -

handled in identical fashion by all municipalities.
To implement such a system, the Municipal Fi-
nance Division, which the Commission recom-
mends in Section 7 below be established in the
Office of the State Treasurer, should be author-
ized and directed to promulgate a uniform system
of accounts to control all municipal financial and
accounting procedures and fo enforce said system.

Capital Improvement Review Boards

There are existing built-in fiscal checks and
balances among town agencies suich as the board
of selectmen or council, board of finance, board
of education, building committee and planning
commission with respect to building proposals.
These in most instances are sufficient to provide

an objective evaluation of proposed capital im-

provements, Yet each of the above agencies is
either substantially involved in numerous town
matters or is concerned only with particular mat-
ters not related to the financial practicality of a
particular capital improvement proposal. For this
reason there is need for a competent board within
each municipality whose sole function will be to
review the fiscal impact of each ploposed capital
improvement. :

Such a board would be expected to determine
and to report (1) the extent to which the pro-
posed improvement is needed; (2) what alterna-
tives to proceeding with the proposed improve-
ment exist; (3) the soundness of the proposal in
terms of the need to be fulfilled; and (4) the
likely consequences of the cost of the proposed
improvement on the town’s financial position and
mill rate,

The report of the review board to the legisla-
tive body, which would be advisory only, would
be disseminated to the residents of the town by
news media and copies of the report would be
available at the town hall. Such an evaluation
of each proposed municipal improvement by the
Capital Improvement Review Board should assure
an objective appraisal of each proposal prior to
final action being taken to proceed.

Financial and Administrative Personnel

In addition to uniform administrative practices
in municipal finance, the Commission believes that
consideration should be given to the development
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of uniform personnel standards in municipal fi-
nance departments. The standards could vary in

“relation to the size of the municipal budget or

population. The larger municipalities would be
requived to conform to higher standards than
would smaller municipalities. Hiring a better
trained finance director and a larger staft for the
finance department will be more expensive than
continuwing to shortchange this area, but the
Commission believes that the expected improve-
ments in performance will offset the increased
cost.

Minimum standards for chief administrative
officers of cities and towns should also be .con-
sidered, but the Commission is limiting its recom-
mendation to municipal finance departments at
this time.

The Commission recognizes that personnel
standards are more easily discussed than im-
plemented. Academic credentials do not in them-
selves insure high performances in an individual,
nor does a large number of employees in the
finance department mean that the department will
function well. But certain minimum standards in
staffing and qualifications should be developed.
The Commission recommends that these standards
be develuped by the Division of Municipal Finance
to be created at the State level.

Municipal Finance Division at State Level

For too long towns have been left on their own
to cope. with increasingly complex finance prob-
lems. They have been forced to seek advice from
whatever source was available, banks, bond coun-
sel, and the like. The Municipal Division of the
State Tax Department has been understaffed and
unable to render the assistance needed.

It is imperative that a competent, well-staffed
municipal finance division be established to per-
form the many needed functions now not being
done. These include:

1. Promulgation of regulations providing for
a uniform system of accomlts to be maintained
by all municipalities;

2. Close supervision of municipal accounts
and enforcement of regulations pertaining to
same;

3. Providing prompt and competent advice
to municipalities on financial and procedural
problems;

4. Establishing standards for investment of



town funds and providing advisory assistance
in investing such funds;

5. Periodic inspection and review of finance
operations in each municipality and submission
of reports thereon; :

6. Development of municipal financial pro-
cedures to include maximum use of data proc-
essing to increase efficiency;

7. Recommendations to governor and Gen-
eral Assembly for legislation needed to improve
municipal finances.

8. Development of standards and qualifica-
tions for municipal finance personnel.

Accordingly, the Commission recommends that
a Municipal Finance Division be established in
the Office of the State Treasurer to carry out the
“above duties.

Collective Bargaining Agreements

The salaries of teachers and municipal em-
ployees comprise a substantial portion of a munici-
pality’s budget, and an increasing amount of such
salaries is established through collective bargain-
ing agreements. Since such agreements can have
a significant effect on the size of a municipality’s
budget, the Commission recommends that no col-
lective bargaining agreement be binding on «
municipality until it has been affirmatively ap-
proved by the municipality’s legislative body.

Collective bargaining was recognized by statute
. in Connecticut in 1965. Subsequent amendments
have provided that a collective bargaining agree-
ment shall be binding on the municipality if the
legislative body fails to reject the agreement with-
in a certain number of days.” These provisions
short-circuit the normal budget process which
permits serutiny of proposed appropriations by
the board of finance or similar agency in most
municipalities.! They may also circumvent other
statutory provisions which prohibit the execution
of contracts when funds have not been appro-
priated to pay the municipality’s obligations under
such contracts,® particularly where collective bar-
gaining agreements become effective before the
annual budget has been adopted. All other con-
tractual obligations of a municipality require the

nicipality and will provide for uniform treatment
of all contractual obligations of the municipality.

Maximum Debt Limit

A municipality is permitted by the General
Statutes (Section 7-374) to issue bonds for various
tvpes of capital projects up to the following multi-
ples of receipts from taxation for the most recent
fiscal year: urban renewal projects—314 times;
sewers—3%), times; school building projects—4l4
times; all other borrowing—214 times. In no
event may the total indebtedness exceed 7 times

~such tax receipts. In calculating outstanding in-
debtedness, the munijcipality may subtract the

legislative body to appropriate funds or to act -

affirmatively to approve the contract before the
contract is binding. The Commission’s recom-
mendation will ensure that proper consideration is
given to the cost of such agreements to the mu-
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value of assets in its sinking funds, and exclude
certain utility borrowing and indebtedness issued
in anticipation of taxes, public improvement as-
sessments, and proceeds from any State or Federal
grant for which a written commitment or contract
has issued. While indebtedness includes indebted-
ness of municipal entities coterminus with and
within the town, such as fire districts or separate
taxing districts, it does not include the debt of
municipal entities of which the town is a con-
stituent part, such as regional school districts or
certain public service districts. :

The tax receipts formula outlined above is awk-
ward to use and does not truly relate the financial
condition of a municipality to its needs or ability
to pay. Furthermore, most municipalities are so
far below the permissible debt limit that it does
not serve as a realistic curb on municipal
borrowing. A

The Commission therefore recommends that the
debt limit statute be changed so as to establish
a limitation for all municipal bonded indebtedness
at an amount not to exceed five times the most
recent year’s total tax levy or three percent of
the full value of the taxable property in the town,
whichever is greater. School district borrowing
and other borrowing by multi-town agencies which
pledge the credit of constituent municipalities
should:- be included in determining bonded indebt-
edness. The exclusions would remain-as they
presently are. Total permissible debt would then
vary as a function of the inherent wealth of a
municipality or its recent history of taxing.

In order to accommodate municipalities which
are at or near the maximum permissible limits,
and to provide flexibility in situations where
emergency or critical need dictates additional
borrowing, the Commission recommends that a
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municipality wishing to issue debt in excess of
the above limits could do so upon approval by a
two-thirds majority of the votes cast at a
referendum.

Standards of Investment for Town Funds

The Commission has recommended that all
municipalities adopt the uniform fiscal yvear (July
1 to June 30) not later than June 30, 1974. Mu-
nicipalities on the uniform fiscal year have the
advantage of receiving a large part of the year’s
tax levy during the first month of the fiscal year.
These tax receipts may be invested for a tempo-
rary period until expended. The same is true to a
lesser degree on subsequent tax payment install-
ment dates.

The ability to invest such tax receipts is as
asset of local government which is largely un-
available to mwunicipalities not on the uniform
fiscal year. Further, municipalities not on the
uniform fiscal year must usually borrow money

“in anticipation of tax receipts and the interest

expense on such borrowing is an additional drain
on the municipal budget. Once all municipalities
are on the uniform fiscal vear, the only tax antici-
pation borrowing permitted will be short-term
borrowings in anticipation of the receipt from the
proceeds of the special tax levied during the
course of a fiscal year. No other borrowing in
anticipation of taxes should be needed or per-
mitted.

Having all towns on the uniform fiscal year in-
creases the need for prudent investment of town
funds. Uniform standards should be adopted
which will limit the amount of funds which the
municipalities keep in non-interest bearing ae-
counts and professional advice should be available

“to municipal treasurers in maximizing the returns

obtained on municipal funds, including tax
receipts, revenue-sharing payments and State and
Federal grants. The division of municipal finance
to be established at the State level should be avail-
able to provide assistance to municipalities seek-
ing investment advice and {o promulgate stand-
ards to be followed by municipalities in this area.

Conclusion

The specter of ever increasing taxes demands
prompt action in curbing excessive governmental
spending at all levels. The enactment of the Uni-

form Municipal Finance Act recommended by the

Commission should help control spending on the
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municipal level. It should result in increased
eficiency at reduced' costs. It should restore
greater financial control to those upon whom the
tax burden falls.
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FOOTNOTES TO PART D

1 Conn, Gen. Stat. Secs. 4-100, 7-348, 7-349,
2 Conn. Gen. Stat., Secs. 10-220, 10-222 and 10-4a.

3 Connecticut Constitution of 1965, Article Eight, Section
One.

4 Conn. Gen. Stat., Sec. 10-220.

5 See generally Pope and Vause, “Metamorphosis in Pub-
lic School Management,” 2 Conn. L. Rev. 285 (Winter,
1969-70).
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6 See now Conn. Gen, Stat. Secs, 7-467 to 477 and Secs, 10-
153b to 1531. -

7 Conn. Gen. Stat. Sec. 7-474 and Sec. 10-153d. In towns
with town meetings the legislative body does not have this
power with regard to agreements concerning non-school
personnel. Also, certain types of collective bargaining
agreements are binding without any legislative approval
under Conn, Gen. Stat. Sec, 7-474d.

8 Conn. Gen. Stat. Sec, 7-344 and Sec. 10-222.
9 Conn. Gen. Stat. Sec. 7-348 and Sec. 10-220.
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